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Parade of the Past! 


lf all the known threats to safe ownership of real estate 
could pass in review, every prospective buyer who wit- 
nessed the impressive spectacle would insist on having 
TITLE | title insurance for his home or mortgage investment. 


(JIMSURANCE\ Claims may bob up years after the purchase, and their 
makcs any mortgage validity is usually upheld. You can laugh off any or all of 
a safer investanent these threats if you hold a Commonwealth Land title 

policy insuring your interest as owner or mortgagee. 








J A 
COMMON WEALTH /LAND 
lil . re zany 


TITLE INSURANCE SINCE 7876 . . . ASSETS IN EXCESS OF $9,500,000 
Main Office: 1510 Walnut St., Philadelphia 2, Pa. . . . WA 3-0400 
TITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE, MARYLAND, MASSACHUSETTS, OHIO, WEST VIRGINIA 





VALUABLE 


Here’s a valuable addition to your 
mortgage transaction: Continental’s 
MORTGAGE PAYMENT 
PROTECTION PLAN. 


Your homeowner may have 
mortgage life insurance but live to 
lose his home because of a non-fatal 
accident or sickness. Now, MPPP 
can relieve his worry by making 
payments on his mortgage loan 
when he is sick or hurt and 

unable to work. 


By protecting your mortgagors, 
MPPP protects you. It’s easy to 
install, and it costs you nothing. 
For a detailed brochure explaining 
MPPP and how your institution 
can profit by it, write today. 





ADDITION 


CREDIT INSURANCE DIVISION 


CONTINENTAL 
CASUALTY 


COMPANY 


A Member of the Continental-National Group 
310 S. Michigan Ave., Chicago 4, lil. 


Canadian Head Office: 160 Bloor St. East, 


Toronto, Ontario 
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Why own a home? 
ENTERTAINING! 


me or & hundred 


Having frrends in’ Eatertarniz 
tt wh muir home 


The plensury tf ho whership are more fully 

spprectiatod Wher know r property rights are 
y prot ed in T Inaurance palicy 

At TLL. all tithe hey orders t ive prompt attention 

fram Amerton reest staff of Xperts, backed 

by AS ra exis Bb and supplemented & ¢ 


Title Insurance and 
Trust Company 


433 S Spring Street, Los Angeles 54 . MAdison 62411 


Bracches sod subs 





Through local newspaper ads, Title Insurance 
is selling the benefits of owning property... 


bies and Flowers and Relaxation. 


When your customers buy in California, be 
sure to give their property, and all the many 


tion of a Title Insurance policy. 


You can be sure 


when TI insures 
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@ How T/ sells home ownership 


important benefits like Entertaining and Hob. 


benefits that go with it, the safe, sure protec- 


fo your customers... 
protects them, too/ 





T.L.'s fast, low-cost, dependable title service is 
made possible by America’s largest staff of 
title specialists, complete land records in 15 
California counties, and 65 years of title 
service experience. 


Remember — the best safeguard for buyers 
and sellers is a Title Insurance and Trust 
Company policy. 





America’s Largest 
Title Company 


Title Insurance and Trust Company 


433 SOUTH SPRING STREET, LOS ANGELES 54 - MAdison 6-2411 


Branches and subsidiary companies in fifteen California counties) 
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Take advantage ‘of this 


REINSURANCE SERVICE 





...-On property 
anywhere in the 
United States 


A Reinsurance Service whereby Chicago Title 
and Trust Company assumes the excess of the 

atm Scag Gai risk of the local title company —on property lo- 
oe . Soa 2h o"s a cated anywhere in the United States. You, the 
; ae oS a lender, know that your title insurance policy is 
backed up by our financial strength. 

Through our Referral Service, we also assist 
mortgage lenders in selecting the best qualified 
local title company—wherever the property 
may be located. 








...- AND IN ILLINOI 
aes “hitle to this home 


Chicago Title Insurance Policies INSURED 


Issued locally in 78 cities—right where the property is located. Should BY 

any sti he title as i d, Chic: Title and T Com- 

caer oole einen ie Sic, aii ie Ge Gen, pov a CHICAGO TITLE 

settles any loss. 7 7 
AND TRUSI 


MORE THAN A CENTURY OF EXPERIENCE... 
MORE THAN TWICE THE FINANCIAL STRENGTH 
of any title company safeguarding Illinois real estate 


Chicago Title and Trust Company 


111 West Washington Street © Chicago 2 





COMPANY 
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‘Pease Homes’ SELECTIVITY 
gives uS a quicker turn-over”’ 


“We can customize the right plan to the right area every time. No problem 


moving Pease Homes at a price that’s right .. . for us and for the home buyer,” 
says O. O. Thompson & Son, one of the midwest’s foremost home builders. EASE 


This firm, with five generations of experience, has proven that builders can 


offer greater SELECTIVITY with Pease Homes. HOM | } S 


\ complete program is available to you for quick conversion of F.H.A. ap- 


proved land to liquid profits .. . F.H.A. Processing and Financing Service... amd, uillling \Aotinials 


Vodel Home Financing . . . Customized Architectural Service . . . Personalized 
Model Home Merchandising and Promotion. 927 FOREST AVE., HAMILTON, OHIO 


For full information write or phone Mr. William Stricker, General Sales 
Manager, and arrange for a sales representative to call. 


lS 
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FFICIENCY 





There is a very good reason why a number of the 
country’s foremost mortgage lenders come to 
Louisville Title for customized title insurance 
service. They have found that prompt, 
immediate attention is given every problem... 


service that is efficient in every detail. 


LOUISVILLE 
TITLE 


INSURANCE 
COMPANY 





LOUISVILLE TITLE 
Prsutance Company. 


HOME OFFICE * 223 S. FIFTH STREET * LOUISVILLE, KENTUCKY 
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HERE’S WHY: 








Quick turnover of capital . . . up to 3 to 
1 over conventional building. 


Stabilized collateral . . . topflight engineer- 
ing, precision manufacturing and highest 
quality materials assure homes that main- 
tain value. 


Professional home builders . . . prequali- 
fied by our high standards for financial 
stability. 








Dependable home owners . . . who fulfill 
their mortgage contracts because they 
like their Inland homes. 


Inland Homes are designed to meet FHA 
and VA requirements. 


Full cooperation by Inland Homes Corpo- 
ration and Inland Mortgage Corporation. 


For these reasons, and others, today’s 
strong trend to prefabricated homes will 
be tomorrow’s standard practice. 
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do you 

measure your 
mortgages as 
many investors do? 


One of the ‘‘yardsticks”’ they use 
Tae 'ielellire Me Muslelarelole|-Mr Mm cail-tiil 1 
or not it's insured. 


Miia lariie-.e Muslelaielolel-tMels-Miehi-1s 
ToMale)(o MN -teh11-1am (oR 1-11 Mi lele leh an 
tight-money market 


Make your mortgages more attractive 
ToMlba-tiiele Melle m eat -1h 
have them insured by 


Title Insurance Corporation 
ro) a) a Bre) bb 


810 Chestnut, St. Louis, Mo. * MA 1-0813 
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CAPITAL AND MORTGAGE MARKETS 
HOW THEY SHAPE UP SHORT TERM 


From Dr. O’Leary’s analysis of the entire capital market, with emphasis on the mortgage market, 
the conclusion can be drawn that there will be more funds for mortgages than there are mort- 
gages to purchase—something mortgage men in many sections of the country have already be- 
come painfully aware. And, as Dr. O’Leary says, it is to the Federal Reserve that we can look 
for the answers as to how available money will be. “What happens in the capital and credit mar- 
kets in the remainder of this year will depend very heavily upon Federal Reserve policy,” 
he says. “It seems certain that as a result of declining revenues and increased expenditures, 
the Federal Government will run a large cash deficit and will be required to be a net borrower 
of billions of dollars. The big question is how large a proportion of these Treasury borrowing 
needs the Federal Reserve, with a weather eye to future inflation, will be willing to see financed 
through an expansion of the money supply. If the bulk of these needs is financed through the 
commercial banking system. the resulting increase in the money supply could have a substantial 
further easing effect in the credit and capital markets. On the other hand, if the Federal deficit 
financing (along with other forces) should aid in stimulating business recovery, the Federal Re- 
serve would undoubtedly be less willing to supply reserves to the commercial banking system 
to facilitate Treasury financing. Thus, more of this financing would have to be done with non- 
bank investors. To the extent this were done, a tightening effect would take place throughout the 
capital markets. Thus, as has been true since last Autumn, the Federal Reserve will continue to 
hold the key to conditions this year in the mortgage market and in the capital market as a whole.” 


Federal Reserve policy, as signalized 








URING the past several months 
conditions in the capital and 
money markets have undergone one 
of the most dramatic changes in fi- 
nancial history. After three years of 
increasing pressures of demand for 
available funds, and steadily rising in- 
terest rates, we have experienced a 
sudden easing of both long and short- 
term credit in recent months. Will 
this move toward easier conditions in 
the capital market continue, or has it 
largely run its course? How far will 
the developing ease in the mortgage 
market extend? 
What are the basic forces behind 
the sharp decline which took place in 


Director of Economic Research, Life Insurance Association of 
America, at MBA’s 1958 Eastern Mortgage Conference in New York 


interest rates (especially in the pub- 
licly-offered corporate bond field) 
since last Autumn? I do not believe 
that the sharp decline in rates can be 
explained in terms of a pronounced 
change in the basic demand for and 
supply of capital funds. Throughout 
this period there has continued to be 
a heavy demand for capital funds 
relative to available supplies. In fact, 
the volume of corporate and munici- 
pal bonds marketed in the first three 
months of this year was greater than 
in the first quarter of 1957. To a 
large degree the sharp decline of rates 
on publicly offered bonds was based 


on the reversal which took place in 


By DR. JAMES J. O°LEARY 


by the first cut in the rediscount rate 
in mid-November. This created the 
expectation in the bond market that 
the Federal Reserve would follow a 
pattern of quickly moving to “active 
ease” such as was done in the Spring 
of 1953. Successive cuts in the redis- 
count rate have kept this expectation 
alive despite the fact that until recent 
weeks the Federal Reserve has been 
most cautious about the reserves it 
has supplied to the commercial bank- 
ing system. 

Several factors aid to explain the 
moderate firming of interest rates on 
business financing since the lows last 
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January. For one thing, there is a 
seasonal tendency for an increased 
volume of corporate bond offerings 
to be brought to market in the early 
part of the year, and this undoubtedly 
contributed to tempering the buoy- 
ancy of bond prices. Moreover, the 
sizeable increase in outstanding long- 
term Government bonds, $1.7 billion, 
as the result of Treasury refunding in 
February, reduced some of the heady 
optimism about rising Government 
bond prices. This in turn undoubtedly 
contributed to a firming of rates in 
the corporate bond field. The in- 
crease in long-term Government bonds 
outstanding has likewise meant that 
some funds which might have been 
invested in corporate securities went 
into the Treasury bonds. An addi- 
tional factor of particular interest to 
mortgage bankers is that as corporate 
bond yields declined, there has un- 
doubtedly been a tendency for many 
institutional direct a 
larger proportion of their funds into 


investors to 


real estate mortgages where the net 
yields became comparatively more at- 
tractive. All of these forces have un- 
doubtedly contributed to the recent 
firming of rates on corporate bonds. 
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“As a larger flow of funds becomes available for mortgages this 
year, we should witness further easing of credit terms in both com- 
mercial and residential mortgages. How far this easing goes in the 
residential field will depend upon the degree to which easier credit 
availability stimulates residential construction. If the supply of 






mortgages does not show an appreciable increase as funds become 


available, the easing will be proportionately greater. There can be 
little doubt that the stepped-up rate of FNMA purchases and the 
direct VA lending provided in the new housing act will accelerate 
the easing of residential mortgage credit.” 


The announcement on April 2 by the 
Treasury of a $3.5 billion offering of 
254 per cent notes with a 4-year 10- 
month maturity will undoubtedly con- 
tribute toward higher Government 
bond prices. This will be offset in 
part by the expectation that the 
Treasury will offer a long-term bond 
as part of a package in the June re- 
funding of $9.6 billion. 

With this background on past de- 
velopments, what can be said about 
the prospective demand for capital 
funds by business and industry and in 
the mortgage market? First, regard- 
ing business and industry, the answer 
clearly seems to be that a decline in 








demand for funds is under way and 
is likely to continue throughout the 
year. The measure of this prospective 
decline is given by two recent surveys, 
one of capital appropriations con- 
ducted by the National Industrial 
Conference Board and the other the 
SEC—Department of Commerce sur- 
vey of business and industrial expendi- 
tures for plant and equipment. 

In the most recent Conference 
Board survey the 499 manufacturing 
companies furnishing data for all 
quarters of 1955, 1956 and 1957 re- 
ported a 33 per cent decline in the 
capital appropriations newly approved 
in the fourth quarter of 1957 as com- 





SECURITY TITLI aS 


530 West Sixth Street 





@ Los Angeles 14 e@ 


... iS our most important product. 


When land is protected by a Security 
Title Insurance Company policy, lenders 


and property owners are both assured of 


absolute title safety. 






nS fuig y 





TRinity 6111 











ed with the corresponding quarter | ,’ % 

1956. For the year 1957 as a whole | / 
capital appropriations were down 21 
per cent from the level of 1956 and 
down 10 per cent from the level of 
1955, with the stronger decline in the 
durable goods sector. The survey fur- 
ther Showed that, with new capital 
appropriations running at a lower rate 
than capital expenditures, the backlog 
of outstanding appropriations at the 
end of 1957 was 20 per cent lower 
than a year ago. This latest survey, 
in conjunction with the two preceding 
ones, suggests that the decline in capi- 
tal outlays by manufacturing concerns 
may continue through the remainder 
of this year. Even so, as the Con- 
ference Board report indicates, the 
capital outlays in 1958 will continue 
to exceed the level of 1955 because 
the backlog of appropriations at the 
end of 1957 remains high at $5.9 
billion. 

rhe results of the latest SEC—De- 
partment of Commerce survey con- 
firm the prospects for a decline in the 
demand for capital funds by business 
and industry. The survey indicated 


on second 


thought oe | 


Yes, an’ no, 
an’ mebbe, 
an’ mebbe not.” | 


from DAVID HARUM 


that business and industry expect to A certain amount of “hesitation is prudence \ 

spend $32 billion for plant and equip= when evaluating a real estate loan. Every ‘ 

ment this year, as compared with $37 banker appreciates how much depends on | 
‘ 


billi in 1957, or a dr { 13 per . , 
2 saggghoes pa Begese 78 i complete, exact information. 


cent. According to the survey, capital : 
outlays fell from a peak rate of $37.8 A TG&T certificate of title supplies that ; 
billion in the third quarter of 1957 : : cada Vk ; 
to a rate of $36.2 billion in the fourth information and a TG&T policy insures it— : 
quarter. They are expected to decline one risk eliminated. ‘ 


still further from an annual rate of 
$34.1 billion in the first quarter of 
this year to $32.6 billion in the sec- 
ond. The survey further indicated , 
that capital outlays in the first half ‘ 
of this year are 10 per cent below the . 
rate for the last half of 1957. ie od 
The inescapable conclusion from| $= = ~~~" ~ 

these surveys is that the business and 

industrial demand for funds is bound 

to decline through much of this year, 


alth ‘ee sas is 
Linds of borrowers will continue high. | L42LE GUARANTEE 
I order stalize > ic “Ss 

nay be helpful 10 sugsext cextin A and Trust Company r 


rough orders of magnitude. They are 


based on the assumption that the cur- HEAD OFFICE: 176 BROADWAY, 
rent business recession will not become N. Y. 38 > WOrth 4-1000 
much deeper and that signs of re- 

covery will be in evidence in the sec- Title Insurance In New York, 
ond half of the year. On the basis of New Jersey, Connecticut, Massachusetts, 
this assumption, as well as the two Maine, Vermont, Georgia 


surveys just discussed, net new cor- 
porate bond issues are likely to de- 
cline this year to about $5 billion, as 
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compared with $7.5 billion in 1957. 
We also look for a decline of about 
$400 million in net issues of corporate 
stock this year as compared with last. 
Thus, it is that net new 
securities issued by corporations will 
decline to about $7.3 billion this year 


our guess 


as compared with net new issues of 
$10.2 billion in 1957. It goes without 
saying that these figures have a large 
them, but 
conditions 


element of guesswork in 
they 
now developing 
a small decline to take place this year 
commercial 


seem logical under 


Likewise we expect 


in the net increase in 
mortgage credit. 
Assuming that a further decline in 
the demand for funds by business and 
industry is in prospect, what are the 
implications of this decline? Does it 
mean a renewed fall in interest rates 
on corporate securities and a further 
general easing in the terms of business 


What 


mortgage 


and industrial financing? 
the implications for the 
market? 

As the demand for capital funds by 


are 


business and indusuy has lessened, 
there has already been a tendency for 
mutual savings banks and some life 


insurance companies to shift funds 






away from corporate securities and 
allocate a larger proportion of thei: 
funds to the real estate mortgage mar- 
ket. As is well recognized, interest 
rates in the mortgage market do not 
change as fast as bond yields, and 
current conditions the mort- 
market has become relatively 
attractive. It is logical to ex- 
pect, therefore, that if rates 
on corporate securities tend to move 
lower, both as the result of Govern- 
ment policy and declining demand 
for funds, the flow of institutional 
funds into real mortgages, 
mainly residential mortgages, will ac- 
celerate. This happened in mid-1953 
as investors directed their funds heav- 
ily into VA mortgages at the rela- 
tively attractive rate of 442 per cent 
at that time. In 1953 and 1954 the 
greatly increased availability of VA 
mortgage funds on no down-payment 
and 30-year amortization-period terms 
led to the sharp increase in residential 
construction in 1954 and 1955. 

One of the big questions today is 
whether the increased availability of 
residential mortgage credit on easier 


under 
gage 
more 
interest 


estate 


terms will provide a substantial stimu- 
Most 


lus to residential construction. 


DETROIT 


AND 


MICHIGAN 
TITLE INSURANCE 


TITLE INSURANCE on both Owner’s and Mort- 
gagee’s Policies anywhere in Michigan. Prompt 
and dependable service from Michigan’s Oldest 
Title Insurance Company. 


ABSTRACTS and TAX reports on real property in 
metropolitan Detroit. We act as ESCROW Agents 
in all matters involving real estate transactions. 





ABSTRACT & TITLE GUARANTY CO. 


735 GRISWOLD - 


DETROIT 26, MICHIGAN 
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experts think not and base this view 
upon the argument that we have 
largely caught up with housing de- 
mand, especially at the current high 
level of housing and land prices. The 
economic climate does seem much less 
favorable today for easy mortgage 
credit to have a pronounced stimulat- 
ing effect on housing demand. Never- 


For Real 
Title Insurance 
Service 


New Jersey 


Pennsylvania 


Delaware 


Maryland 


al 


Tennessee 


Louisiana 


10 OFFICES TO SERVE YOU 
* 
HEADQUARTERS 
BRYN MAWR % PENNSYLVANIA 
Gordon M. Burlingame, President 
Telephone—LAwrence 5-9600 











less, it is likely that the greater 

\ilability of residential mortgage 

dit on easier terms will be matched 

some extent by demand, and it 

es not seem unreasonable to antici- 
pate a net increase of possibly $1.5- 
$2 billion in the residential mortgage 
field this year. 

If the flow of institutional funds 
into residential mortgages greatly ac- 
celerates in coming weeks, we may 
very well witness a marked easing in 
the residential mortgage market com- 
parable to what happened in the 
corporate bond market last Autumn 
and early this year. 

Another highly important sector of 
the financial market which must be 
related to business and industrial fi- 
nancing and the mortgage market is 
the Government securities market. 
During the remainder of calendar 
1958 the Federal Government is ex- 
pected to run a substantial cash deficit 
which will require a large increase 
in net Federal debt outstanding this 
year. Last year there was a net de- 
crease of $1.7 billion in Federal debt 
outstanding. We estimate conserva- 
tively that in 1958 there may be a net 


increase of $6 billion in Federal debt. 
The amount may be very much larger 
if we get a substantial tax cut and 
Federal spending is stepped up. Thus, 
in 1958 the U. S. Treasury will draw 
heavily upon the capital and money 
markets for funds, whereas in 1957 
it actually supplied funds. One other 
sector of the financial market needs 
to be viewed in perspective. Present 
signs point to a considerable increase 
in the capital demand this year from 
state and local governments for the 
financing of schools, highways and 
other facilities. In fact, the bond flo- 
tations of state and local governments 
during the first three months of 1958 
were the highest for any quarter since 
mid-1954. We anticipate that the net 
increase of state and local securities 
this year may exceed by half a billion 
dollars the very high net increase of 
$4.6 billion in 1957, and that state 
and local demands for funds may 
equal or exceed corporate demands 
for bond financing this year. 
Consequently, if we analyze the 
capital markets as a whole, the de- 
clining demand for funds in the busi- 
ness and industrial sector tends to be 


offset by an increasing demand in 
many other sectors. 
The conclusions I reach are: 

>> Despite the fact that a further de- 
cline in the demand for capital funds 
by business and industry is in pros- 
pect, this does not necessarily mean 
that business and industrial borrowing 
terms will ease much further this 
year. There are several reasons for 
this belief. For one, although a de- 
cline in business and industrial fi- 
nancing is underway, the level of 
financing needs remains very high. 
Second, institutional investors - still 
have a heavy backlog of forward in- 
vestment commitments made in the 
past which will absorb a large part of 
their investible funds in the remainder 
of this year. Third, investors will 
probably continue to shift their in- 
vestments from the corporate bond 
market into real estate mortgages 
where yields are now relatively more 
attractive. Generally speaking, the ex- 
panding areas of capital demand will 
help to take up the slack of a decline 
in business and industrial financing. 
>> As a larger flow of funds becomes 
available for mortgages this year, we 
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should witness further easing of credit 
both commercial and 
dential mortgages. How far this eas- 
ing goes in the residential field will 
the degree to which 
availability stimulates 


terms in resi- 


depend upon 
easier credit 
residential construction. If the supply 
ap- 


become 


of mortgages does not show an 
preciable increase as funds 
the easing will be 
tionately greater There can be little 
doubt that the stepped-up rate of 
FNMA purchases and the direct VA 


lending provided in the new housing 


available, propor- 


act will accelerate the easing of resi- 


dential mortgage credit 


>> What happens in the capital and 
credit the 
this year will depend very heavily, of 
course, upon Federal Reserve policy. 
As noted, it seems certain that as a 
and in- 


markets in remainder of 


result of declining revenues 
creased expenditures the Federal Gov- 
ernment will run a large cash deficit 
and will be required to be a net bor- 
The big 
question is how large a proportion of 
the 


eye 


rower of billions of dollars 


these Treasury borrowing needs 


Federal 


to future inflation, will be willing to 


Reserve, with a weather 


see financed through an expansion of 


the money supply If the bulk of 
these needs is financed through the 
commercial banking system, the re- 


sulting increase in the money supply 


could have a substantial further eas- 
ing effect in the credit and capital 
markets. On the other the 


Federal deficit financing (along with 


hand, if 


should aid in stimulat- 


the Federal 


other forces 


ing business recovery, 
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Reserve would undoubtedly be less 
willing to supply reserves to the com- 
mercial banking system to facilitate 
Treasury financing. Thus, more of 
this financing would have to be done 


with nonbank investors. To the ex- 
tent this were done, a tightening effect 
would take place throughout the 


capital markets. Thus, as has been 
true since last Autumn, the Federal 
Reserve will continue to hold the key 
to conditions this year in the mort- 
gage market and in the capital market 


as a W hole. 


>> THE GOING RATES: A grow- 
ing number of lenders are seeking 
loans on quality industrial and com- 
mercial property at reduced interest 
rates, NAREB’s mortgage survey says. 

While terming many of the gains 
registered by top business properties 
in the mortgage market “impressive” 
compared in 1957, the survey noted 
also that the market for such loans 
is still unsettled in many areas. Mort- 
gages on buildings under local credit 
lease and in secondary locations “are 
still difficult to secure, and the rate 
continues to be relatively high,” the 
report indicated. 

For commercial properties in prime 
locations under national credit leases, 
an interest rate decline of 4% to % 
point was reported in many areas. For 
18 per cent of the communities, a 
charge of 5 per was 
quoted; for 28 per cent, 5% per cent 
was listed; and for 25 per cent, rates 
between these figures were prevalent. 


cent or less 


Declaring that the money supply 
for these mortgages is becoming “more 
plentiful with each passing week,” the 
survey revealed that 61 per cent of the 
areas termed availability ample, while 
36 per cent found it moderate. In 
March, 1957, the comparable figures 
were 31 and 57 per cent. 

For prime location business proper- 
ties under local lease, interest rates 
have declined in recent weeks by %4 
to %2 a point in many areas with 32 
per cent of the cities quoting a pre- 
vailing interest rate of 5% per cent 
or less, and 40 per cent listing a 6 
per cent rate. This compares to 19 
per cent and 52 per cent reporting 
similar rates six months ago. The 
mortgage money supply for loans on 
this type of property was described as 
ample by 24 per cent (6 per cent a 
year ago) and as moderate by 56 per 
cent of the survey (52 per cent in 
March, 1957.) 

Interest rates on commercial build- 
ings in prime locations with owner- 
occupants have declined in a pattern 
roughly similar to that of local lease 
structures—there were reports 
of 5% per cent interest rates and 
fewer of over 6 per cent. The mort- 
gage money supply for such proper- 
ties was said to be ample in 21 per 
cent of the cities (8 per cent in March, 
1957). 

While the volume of transactions 
involving properties in secondary lo- 
cations with national credit leases is 
small, the survey found that for about 
+5 per cent of the places a rate of 5/2 
per cent or less was quoted. 
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Plain, Garden Variety Recession Is the 


Big Fact in U. 8. Economy 


And to pull out of it, says Dr. Murray, “takes time and 
travail. The decline in business investment in new 

plant and equipment is not likely to be reversed 

within the next twelve months. As a consequence, it 

is difficult to believe that there will be clear signs of an 
upturn prior to the spring of 1959. Whether I underestimate or 
overestimate the responsiveness of a profit and loss economy 
to the present recession remains to be seen. But I am 
sure that I could not entertain with conviction the notion 
that we have already seen the lows in most economic 

series. On the contrary, considerable ingenuity and a 
balanced approach on many fronts will be needed 

to achieve an early 1959 recovery. This means a more 

severe recession than the 1953-1954 episode, but a re- 
cession of the plain garden variety, nevertheless.” 


N MY opinion there is little doubt 

about the kind of a situation in 
which we now find the economy of 
the United States. We are in the 
tenth month of a recession of the 
plain garden variety. The declines in 
the important economic indicators es- 
tablish this fact beyond question. 

Just where we are in the recession 
is the matter in dispute. Are we on 
the verge of recovery in accordance 
with the timetable 
of the 1953-1954 
correction? Or 
has the present re- 
adjustment longer 
to run? Time 
alone will give the 
correct answers, 
but in the mean- 
time each one of 
us must take a po- 
sition on these 
questions in the course of daily busi- 
ness decisions. Neither wishful think- 
ing nor gloomy foreboding will serve 
as a useful alternative to facing the 
facts as they are made known to us. 

Some of the salient facts to weigh: 
>> Business is still liquidating inven- 
tories at a very high rate, with pro- 
duction cut back accordingly. 
>> Business is still cutting back in- 
vestment in new plant and equipment. 
>> The consumer is in a cautious 
mood, less eager to go into debt, and 





Roger Murray 





not disposed to rescue the situation 
by a sudden spending spree. 

>> Prices of finished goods and serv- 
ices are holding stubbornly firm in 
the face of declining demand and 
ample capacity. 

>> Expenditures at all levels of gov- 
ernment are in a rising trend, slow 
moving but persistent. 

»> The Federal Government has 
taken steps to stimulate highway con- 
struction, residential housing, and de- 
fense orders. 

»> The Federal Reserve System has 
greatly eased the credit situation. 
>> Government officials and legisla- 
tors are making faces at the recession, 
threatening to take action if condi- 
tions do not improve. 

To me these are the eight key facts. 
What kind of a situation do they re- 
flect? What kind of a picture emerges 
from putting in place these pieces of 
the economic puzzle? I suggest that 
we find ourselves completing phase 
one of the recession, the period of 
aggressive inventory liquidation by 
business. We are entering phase two, 
in which government expenditures are 
cushioning the contraction in eco- 
nomic activity caused by the receding 
tide of the fading business investment 
boom. The consumer is essentially 
passive, receiving neither the stimulus 
of price reductions nor the assurance 
of a favorable outlook. Easier credit 


By DR. ROGER F. MURRAY 


Associate Dean, Graduate School of 
Business, Columbia University, 

at MBA’s 1958 Eastern Mortgage 
Conference, New York 


conditions reflect the removal of any 
active restraint on debt expansion, 
but as usual are having little positive 
effect. 

The debate in the Administration 
and in the Congress over what the 
Federal Government should do now 
or later is a legitimate one. Is the 
situation serious enough now, or will 
it be soon, to justify taking the risks 
of strengthening inflationary pressures 
two or three years hence? Can we 
simply threaten these intractable re- 
cessionary tendencies or must we actu- 
ally take steps, even massive steps, to 
counteract them? So imprecise are 
our diagnostic skills that we shall 
know the correct answers only in the 
clear light of hindsight. 

This is not a cheerful view of the 
present situation. It suggests that we 
are entering a second phase of the 
recession which is less self-correcting 
than an inventory cycle and which 
may be less responsive to treatment. 
Thus far the news is bad and likely 
to continue so. But this is not extra- 
ordinary. In the midst of a recession, 
even one of the plain garden variety, 
there is seldom anything to cheer 
about and the signs of eventual re- 
covery seem completely obscured by 
the daily quota of bad tidings. 

Nevertheless, I am convinced that 
there is a solid basis for confidence in 
the outlook beyond the trying period 
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I do not point to 
spec ific been 
taken or may be taken in the coming 
Rather my 
structive view rests on the very gen- 


immediately ahead 


measures which have 


weeks case for a con- 
eral proposition that we have no great 
distortions or maladjustments to cor- 
rect, thanks to the sobriety of the boom 
and the restraining influence of Fed- 
eral Reserve policy 

We came up to July 1957, the cus- 
tomarily accepted start of the reces- 
sion, with basic raw material prices in 
a protracted down trend, with the 
housing and automobile booms of 1955 
in the history books, with the stock 
market having shown no real life for 
almost a year, with the pace of busi- 
investment stabilized, and with 
the rate of bank credit expansion 
more moderate than in 1956. 
blowoff, 
frenzied speculation at the peak, the 


ness 


Instead 
of a instead of hectic or 
boom ground slowly to a halt after a 
plateau type of structure on the charts 
to the formation of which many indi- 
vidual readjustments had contributed. 

Despite brief outbursts of rampant 
optimism and “new era” thinking, san- 
ity and sobriety prevailed as they have 
during the whole of the postwar peri- 
attributable to the 
traumatic experience of the Great De- 


od. This may be 


pression, the greater availability of 
and the in- 
creased maturity of our collective ap- 


economic information, 
proach to problems ot growth and 
stability. Whatever the the 
facts are not in dispute. 


reasons, 


But we should not underestimate 
the contribution of the Federal Re- 
serve System to this result. Coura- 


geous adherence to a consistent policy 
of exercising restraint on the expan- 
sion of the money supply from 1955 
through the middle of last November 
contributed not only to the modera- 
tion of the strong inflationary pres- 
sures but also to the general atmos- 
phere of sobriety. the 
and restrictive 
credit policy is not attainable in the 
world of reality. But all participants 
in the field of business or real estate 
testify to the fact that 
real effectiveness in the 
application of restraining 
influences on an unsustainable 


Precision in 


timing impact of a 


finance can 
there is a 
persistent 
rate 
of expansion. 

The crucial contribution to moder- 
ating the size and the 
current recession was made. then, dur- 
ing the preceding boom, the best time 


duration of 
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“We know that what actually happens will depend upon a host of 
decisions to be made in the light of an array of facts not yet avail- 


able. . 


. . The situation in residential housing is a good illustration. 


in entirely adequate supply of funds seems to be in sight for loans 
on easier terms to finance 1,000,000 or slightly more housing starts 
in 1958. If attained, this volume of activity would be an important 
element of strength in the economy. But it is generally recognized 
that new housing is priced too high in relation to the real demand. 
This is a stubborn fact to contend with. I certainly have no pat 


answers or easy solutions. 


But the extent to which this pricing 


problem is alleviated will determine whether starts turn out to be 
nearer 900,000 or 1,100,000. In this industry as in others, the prob- 
lems of product improvement and of overcoming the stubborn re- 


sistance of high, rigid costs are the principal obstacles to an early 


recovery in sales volume.” 


by far to work toward this objective. 
In Biblical terms, we are not reaping 
the whirlwind because we did not sow 


the wind. 
In case this sounds like the ivory 
tower musings of a college professor 
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on business cycle theory, let us turn 
to some factual evidence for this con- 
structive view of the outlook. There 
are strong indications that this posi- 
tion is correct in the facts before us. 

I use the phrase “strong indications” 
rather than “conclusive evidence” 
quite deliberately. ) 

The behavior of the economy 
through the first nine months of the 
recession appears to indicate that we 
did not face a seriously vulnerable 
situation. The declines in production 
and employment are within the range 
of expectations for a plain garden 
variety type recession. In these nine 
months, we have not seen a cumula- 
tive downward spiral. The fact that 
a sharp contraction did not develop 
before the end of 1957 suggests that 
one is not going to develop. If his- 
tory, experience, and logic can help 
us at all, they suggest that we should 
be looking for a period of stability in 
the months ahead, rather than a con- 
tinuation of the downward trend of 
economic activity. 

The figures seem to show that a de- 
celerating rather than an accelerating 
rate of decline should be anticipated. 
This suggests that possibly in the third 
quarter of the year but more probably 
in the fourth quarter of 1958, there 
will be a bottoming out of economic 
activity not much below present levels. 
In retrospect we would then recognize 
the 1957-1959 recession as deeper, 
more protracted than the 1953-1954 
correction, but still within the range 
of the historical pattern of recessions 
of the plain garden variety. 

Taking a glance into the future in 
this way produces nothing very con- 
clusive. We know that what actually 
happens will depend upon a host of 
decisions to be made in the light of 
an array of facts not yet available. 
There is nothing inevitable or pre- 
determined about the future course 
of events, 

The situation in residential housing 
is a good illustration. An entirely ade- 
quate supply of funds seems to be in 
sight for loans on easier terms to 
finance 1,000,000 or slightly more 
housing starts in 1958. If attained, 
this volume of activity would be an 
important element of strength in the 
economy. But it is generally recog- 
nized that new housing is priced too 
high in relation to the real demand. 
This is a stubborn fact to contend 
with. I certainly have no pat answers 


or easy solutions. But the extent to 
which this pricing problem is allevi- 
ated will determine whether starts 
turn out to be nearer 900,000 or 1,- 
100,000. In this industry as in others, 
the problems of product improvement 
and of overcoming the stubborn re- 
sistence of high, rigid costs are the 
principal obstacles to an early re- 
covery in sales volume. 

This process takes time and travail. 
The decline in business investment in 
new plant and equipment is not likely 
to be reversed within the next twelve 
months. As a consequence, it is diffi- 


cult to believe that there will be clear 


signs of an upturn prior to the spring 
of 1959. Whether I underestimate or 
overestimate the responsiveness of a 
profit and loss economy to the present 
recession remains to be seen. But I 
am sure that I could not entertain 
with conviction the notion that we 
have already seen the lows in most 
economic series. On the contrary, 
considerable ingenuity and a balanced 
approach on many fronts will be 
needed to achieve an early 1959 re- 
covery. This means a more severe re- 
cession than the 1953-1954 episode, 
but a recession of the plain garden 
variety, nevertheless. 


A Bulwark of Strength: The Money 
U. S. People Invest for The Future 


HE American people have built 
up an extraordinary system of 
widespread protection for the indi- 
vidual and the family, much of it on 
their own initiative and by their own 





efforts, which has become one of the 
great stabilizers in the economy in 
the steady flow of income that it is 
bringing to millions of people. 
Figures compiled from govern- 
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mental and non-governmental sources 
show that the combined public and 
private programs established to pro- 
tect the individual against the eco- 
nomic impact of death, disability and 
retirement are currently contributing 
the huge sum of more than $25 bil- 
lion a year in the aggregate to the 
nation’s income stream. 

This figure is the equivalent of 
about $1 out of every $12 of total 
personal income for the year based on 
1957 data. Both the total of the pay- 
ments under these protection pro- 
grams and their relationship to aggre- 
gate disposable personal income have 
been going up steadily year after year, 
and are now at new record high levels. 
The biggest element of this 
great personal income source is life 
insurance, its benefit payments repre- 
senting close to a third of the total. 


single 


With conditions as they are, it is 
interesting to note that the more pub- 
licized economic stabilizers, such as a 
personal income tax reduction, don’t 
come close to the total payments the 
people are now receiving regularly 
out of the individual and family pro- 
tection programs they have built up 
for So far most of the 
talk about a tax cut, if and when 
this develops as an anti-recession stim- 
ulant, involves a sum of about $4 
billion or so. This is little more than 
half the benefits currently being paid 
out of life insurance alone. 


themselves. 


It is likewise significant to compare 
the contributions that these programs 
are making to the nation’s income 
stream under current economic con- 
ditions as against similar periods in 
the past. In the recession of 1953, 
for example, total payments to indi- 
viduals under combined public and 
private protection programs for the 
individual and family added up to 
just $16 billion, or some $9 billion 
under the 1957 annual total. Their 
proportion of total personal income 
after taxes in 1953 was less than 6% 
per cent, about three-quarters of the 
current ratio. The comparable total 
in the recession year of 1949 was less 
than $9% billion, or not much over 
a third of the current dollar figure; 
and its proportion then of the year’s 
total personal income after taxes was 
only 5 per cent, or 60 per cent of the 
1957 ratio. 

The public and private protection 
programs on which these figures are 
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based do not include unemployment 
insurance programs nor public assist- 
ance payments. Neither do they take 
into account the huge income flow 
produced by accumulated savings or 
investments of individuals in such 
areas as savings accounts, U.S. sav- 
ings bonds, savings and loan associa- 
tions, real estate, and corporate se- 
curities. 


Life Companies Lead 

With combined benefit payments of 
more than $7'% billion in 1957, life 
insurance was the leading single com- 
ponent of the income flow produced 
by public and private protection pro- 
grams for the individual and the fam- 
ily. Of these life insurance benefit 
payments, approximately $7 billion 
were from private sources, predomi- 
nantly legal reserve companies. The 
balance represented estimated benefit 
payments under veterans life insur- 
ance last year. Benefit figures for pri- 
vate life companies include payments 
under insured pension and retirement 
programs but exclude accident and 
health, a field in which the life com- 
panies play a major role. 

In recent years, in fact, accident 
and health insurance has become one 
of the fastest-growing areas of pro- 
tection for the individual and the 
family against the impact of hospital, 
surgical and medical care costs and 
the loss of income resulting from ac- 


cident or illness. Total benefit pay- 
ments under these programs are esti- 
mated at well over $4 billion for 1957, 
up 72 per cent since 1953 and over 
four times the total in 1949. Pay- 
ments to individuals under accident 
and health protection now represent 
the third largest source of benefits 
paid by public and private individual 
and family protection programs. 

The social security system, which is 
backed by the taxing power, is the 
runner up to life insurance in total 
benefit payments to individuals under 
these protection programs. The esti- 
mated benefit figure for the OASI 
program in 1957 was about $634 bil- 
lion. Benefit payments under this pro- 
gram have been rising rapidly in the 
last few years as the result of liberaliz- 
ing amendments passed by Congress. 


Benefit payments under veterans’ 
programs represented another multi- 
billion dollar annual figure, and were 
estimated at approximately $3 bil- 
lion for 1957. Another $2 billion in 
benefits were paid last year under 
pension and retirement programs un- 
der Government sponsorship — Fed- 
eral Civil Service, State and local 
government employees, and railroad 
employees. Other programs, includ- 
ing noninsured private pension and 
retirement plans and workmen’s com- 
pensation, paid about $2 billion in 
benefits last year. 
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Life Companies in 
Post Office Finance 


Life companies have begun to move 
n on a sizable construction financing 
job for the Federal Government’s Post 
Office Department, actual construc- 
tion work being under way on some 
buildings and at least a dozen life 
companies being active bidders for a 
long list of additional projects. 

Some 92 projects are already either 
under bid or authorized for future 
posting by the Government. Life com- 
pany bids have already been accepted 
covering 16 new post office buildings. 
Eventually a $2,000,000,000 building 
program is anticipated, according to a 
recent announcement by President 
Eisenhower, involving some 14,500 
post offices throughout the country. 

Under this program, the buildings 
are financed by the successful bidders 
and owned by them until full payment 
has been made by the Government. 
This usually is under a 10 year term 
for smaller buildings and up to 25 
years for larger ones, after which title 
reverts to the Government. All main- 
tenance costs and hazard risks and all. 
real estate taxes are covered by the 
Government. 

When bidding on this plan started 
last November and December, the 
only bidders were two life insurance 
companies. Included in the projects 
approved for them were post office 
buildings in Omaha, Neb., Council 
Bluffs, Ia., Burlington, Ia., Albuquer- 
que, N. Mex., Kansas City, Kan., and 
Atlanta, Ga. 

Under the second round of offer- 
ings, six life companies’ bids for fi- 
nancing have been approved for ten 
additional post offices: Kingsport, 
Tenn., Gainesville, Tex., Burlington, 
Vt., Abingdon, Va., Huntington, W. 
Va., Green Bay Wis., Durham, N. H., 
Biloxi, Miss., Brunswick, Ga., and Mc- 
Kinney, Tex. 

Still more life companies have been 
interested in the list posted by the 
General Services Administration in 
February for 14 more projects in 
eleven states. The February projects 
ranged from a $200,000 post office in 
Sedan, Kansas, to a $1,870,000 build- 
ing in Lake Charles, Louisiana, and 
bids on this list do not close until the 
middle of May. 

Present plans call for 58 GSA proj- 
ects involving $105,000,000 of con- 


struction in 1958 and 34 projects for 
$300,000,000 in 1959. Not all of these 
are post office buildings, though they 
comprise a large part of the total. 
Also included are a number of proj- 
ects such as the multi-million dollar 
Government Center in Scollay Square 
in Boston. In connection with the 
latter, one Massachusetts life com- 
pany, keenly interested in this type of 
financing has petitioned the state leg- 
islature for easement of the state law 
which presently does not permit in- 
vestment in developments of this na- 





ture. 

The General Services Administra- 
tion in Washington assumes full re- 
sponsibility for the construction of the 
buildings, and all bids for the financ- 
ing are filed with this Administration. 
An important part of the current bid- 
ding and one of the reasons for the 
growing interest among life compan- 
ies is the flexibility of interest rate 
payable. Formerly, there was a 4 per 
cent maximium rate applying, but 
now the bidder includes interest rate 
as a part of his bid. 














We Are Pleased 
to Announce the Formation of a 


COMMERCIAL LOAN DEPARTMENT 


and the Association with our Firm of 


DONALD G. FINLEY 
as Manager of this Department 
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THE COLWELL COMPANY 


of Los Angeles 
5856 Wilshire Boulevard, Los Angeles 36, California 
WEbster 8-3511 


Originators and Servicers of Mortgage Loans 
for the Nation’s Leading Institutional Investors 























(One of the Oldest and Largest Mortgage 
Companies, servicing over $225,000,000 of 
mortgages for institutional investors. 





EASTERN MORTGAGE SERVICE Co. 





expands 





‘= 


its facilities 


New 
Business Office 
IN WILMINGTON, DELAWARE 


201 ODD FELLOWS BLDG. 


PHONE OLYMPIA 5-1510 


EASTERN MORTGAGE SERVICE Co. 
1528 WALNUT ST., PHILA. 2, PA. KI 5-3400 
F.H.A, Approved Lending Institution 
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BRANCH OFFICES IN 
Akron, O. 
Albany, Ga 
Atlante, Ga 
Auquste, Ga 
Birmingham, Ale 
Camden, N. J 
Chicago, Hl 
Cincinnati, O 
Cleveland, O 
Columbus, Go 
Columbus, O 
Dallas, Tex 
Dayton, O 
Decotur, Ga 
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National Title Division and Branch 

' Offices, Agencies and Approved 
Attorneys — almost 14,000 alto- 
gether—are ready to serve millions 
of home buyers and investors in 
real estate securities with 


, | lawyers Title superior service and 

_ _ protection—by a company finan- 

cially larger than any other en- 

. ~~ gaged exclusively in the title 

&§ - == business and over a territory far 


* greater than is served by any 
~ other title company. 


No other title insurance company 
offers so much to so many—and, 
in addition—There is no better title 
insurance than a policy issued by 


lawyers Title [Insurance (Orporation 


Detroit, Mich 
Flint, Mich 
Freehold, N. J 
Grond Rapids, Mich 
Macon, G 
Mansfield, 
Marietta, Go 
Miami, Fla 
Mount Clemens, Mich 
a a 
New Orleans, lo 
Newport News, Vo 
New York, N.Y 
Norfolk, Va 
Pittsburgh, Pa. 





May 1958 


Home Office - Richmond . Virginia 
Titles Insured throughout 43 states, 
The District of Columbia, Puerto 
Rico, Hawaii and the Provinces of 


Pontiac, Mich 
Richmond, Va 
Roonoke, Va 
Savannah, Go 
Toms River, 


Washington, Ontario and Quebec, Canada. 
ite ans, - A we ‘ 
Wilmington, Del National Title Division Offices: 
Winston-Salem, N. C ° : 
Winter Haven, fle Chicago, Dallas, Detroit and New 
REPRESENTED BY 
eseh eat aeatoniens York. Thousands of Approved 


IN MORE THAN 


Attorneys located throughout the 
250 OTHER CITIES 


operating territory. 
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> What It Will Take to Sell 


Mortgages to Pension Trusts 


No other prospect in the years ahead has so intrigued mortgage men as 


the possibility of really opening up to mortgages the vast accumulation 


of capital represented in the pension trusts. During the past six 


months, there has been a noticeable flurry of interest on the part of 


some trust managers to take a closer look at mortgages and some activity 
has resulted. But the most recent available facts tell another story: 


as late as the end of 1956, mortgages constituted a very small 
proportion of the investments of these trusts, only about 1.40 per 
cent of total holdings of more than $161 billion. Thus, the field is as 


open as ever, and it is a challenging opportunity. Mr. Patton, who 


has been through the mill in this matter, spells out the 


potentialities as well as the problems to be solved. 


URING the past 21 years, from 

the beginning of the Federal 
Social Security Program, the pension 
trust movement has figuratively and 
literally come of age. From a virtual 
standing start in the late 1930s, pen- 
sion trusts are now truely big business. 
Individually they range in size from 
very small trusts of only a few thou- 
sand dollars to a few very large ones 
of nearly a billion dollars each. At 
least one group of trusts allied through 
the common ownership of companies 
that established them have a value 
well in excess of two billion dollars. 


The growth of pension trust funds 
has been phenomenal. Last August 
the SEC gave the following estimate 
of the aggregate pension trust funds 
as of December 31 for the years 1951- 
1956: 


1951 .$ 6,876,000,000 
1952 8,505,000,000 
1953 10,222,000,000 
1954 12,153,000,000 
1955 14,230,000,000 
1956 16,639,000,000 


By B. FRANK PATTON 


Vice President, Guaranty Trust Company of New York, 
at MBA’s Southern Mortgage Conference, Nashville 


The estimate for the aggregate pen- 
sion trust business as of the end of 
1957 has not been released, but I 
would expect that issued it 
would show aggregate reserves of ap- 
proximately $20 billion. 


when 


These figures relate to trusteed 
plans only and do not include any 
pension plans handled by insurance 
companies. Pension trust reserves have 
long since passed the volume of pen- 
sion reserves held by insurance com- 
panies and it seems probable that over 
the years the gap will further widen. 

As to the growth of pension trust 
funds over the next 10, 15 or 20 
years, we can only guess. Vito Na- 
trella of the SEC, in a recent talk 
before the American Statistical As- 
sociation, estimated $51 billion of pen- 
sion trust reserves in 10 years, with 
an annual increase of $4,400,000,000 
by 1965. Having in mind the many 
factors which will influence the rate 
of growth, it has been my feeling that 
in the aggregate we will probably 
reach $70 to $75 billion in 15 or 20 


years. Considering the inflationary 
factor which has an important bear- 
ing on the rate of growth, some of 
our more optimistic friends (or pessi- 
mistic, depending upon your point of 
view) find it easy to visualize even 
higher accounts within the same pe- 
riod, some estimates reaching the $100 
billion level. In any event, there is 
general agreement that the aggregate 
volume of pension trust reserves will 
increase materially for many, many 
years. 

“That is all very well,” you may 
say, “but what about mortgage in- 
vestments? How much of these pen- 
sion funds are invested in mortgages? 
Why isn’t it more? What can we, the 
mortgage bankers, do to promote the 
purchase of mortgages by pension 
trust trustees?” 

Since I have asked the questions on 
behalf of mortgage bankers (and was 
careful to ask questions that I wanted 
to answer), I shall attempt to do so. 


In the report I referred to (SEC’s 
Statistical Release No. 1474, August 
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16, 1957) a breakdown was given of 
pension trust investments by type or 
category which I most inter- 
esting. In spite of the low proportion 
of mortgages to other types of invest- 


found 


ments, it does have at least one en- 


couraging note for you. 

Based on the statistical data avail- 
able to it, the SEC indicated that, as 
of December 31, 1956, the $16,639,- 
000,000 of pension trust reserves was 


invested as follows: 


U.S. Government Securities 13.8% 
Corporate Bonds 52.5 
Preferred Stocks 3.4 
Common Stocks in 22.7 
All others excluding mort- 

gages ; 6.7 
Mortgages 1.40 

To you in the mortgage business 


1.40 per cent, or $230 million out of 
$16,639,000,000 as the total mortgage 
holdings is no doubt a discouraging 
figure, particularly as it includes in- 
The 
encouraging aspect, however, is that 
the $230 million represents a 50 per 
cent increase in the dollar volume of 
mortgage holdings as of the end of 
the preceding year during which pe- 
riod the aggregate volume of all funds 


dustrial as well as residential. 


increased by only 17 per cent. 
There are many reasons why mort- 
gages have not been used more ex- 
tensively as a medium of investment 
by pension trustees; and while their 
use of mortgages will almost certainly 
increase, it is doubtful that mortgages 
per- 
centage of pension trust portfolios as 
they do of the portfolios of savings 
banks and insurance companies. 


will ever represent as large a 


Unlike savings banks and insurance 
companies which in most jurisdictions 
are limited by law as to the type of 
investments they may purchase and in 
a negative manner are thus legislated 
into the purchase of mortgages, pen- 
sion trustees have broad investment 
discretion and if restricted at all are 
restricted the terms of the 
specific trust agreement under which 
In the vast majority of 


only by 
they act. 
cases, the pension trustee is author- 
ized to invest and reinvest as it, in its 
Experi- 


discretion, deems advisable. 


ence has proven the wisdom of this 


policy. 
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The nature of the obligation or lia- 
bility of an employer under a pension 
plan has an important bearing on the 
type of investment which it is ap- 
propriate for the trustee to make. For 
example, when an employer estab- 
lishes a pension plan he knows that 
the ultimate cost of providing the 
pension benefits will always be an un- 
known quantity. From a long range 
point of view he is aware that if, as 
a result of inflation or otherwise, the 
cost of living increases and the level 
of salaries and wages rises, he will 
find it necessary from time to time 
to provide increased benefits under 
his plan. Many plans provide a 
built-in inflation factor by relating the 
pension to average pay during the 
last few years before retirement. In 
any event, as benefits increase the 
cost of providing the benefits will in- 
crease. It is rather generally recog- 
nized that, from a long range point 
of view, the employer operating a 
pension plan in effect is committed 
to provide benefits which bear a cer- 
tain reasonable relationship to pay at 
about the time of retirement. One 
might say that the pension commit- 
ment and liability is a percentage 
rather than a fixed dollar commit- 
ment. 

Unlike the savings banks and in- 
surance companies whose commitment 
is to pay out fixed numbers of dol- 
lars as a result of which they can 
properly and safely put all or vir- 
tually all their funds into fixed in- 
come and fixed dollar investments, 
the employer is normally interested in 
having his trustee invest a substantial 
percentage of the pension trust funds 
in securities that are expected to in- 
crease in value over the years and 
thus provide a better hedge against 
inflation than fixed income dollar in- 
vestments provide. It would seem that, 
as a continuing proposition, there 
will be a continuing trend on the part 
of pension trustees to increase sub- 
stantially the equity or common stock 
section of their portfolios as favorable 
buying opportunities occur. 


Should this trend towards a larger 
percentage of equity investments con- 
tinue, and I believe that it will, the 
inevitable result is a smaller percent- 
age of the funds invested in fixed 
income securities. Bonds, debentures 
and other forms of corporate obliga- 
tions present fewer problems, are less 


costly to the trustees to handle, pro- 
vide a more certain income and ma- 
turity payment, and usually are more 
readily marketable than mortgages. 
However, to the extent that mort- 
gages of proper quality can be bought 
on a sufficiently higher net yield basis 
than corporates (and mortgage bank- 
ers develop and perfect merchandiz- 
ing techniques—and by that I mean 
help your potential customer solve his 
problems) mortgage investments by 
pension trustees can and will increase 
tremendously. 


Not having been under pressure to 
acquire mortgages in large volume for 
pension accounts, corporate trustees 
with rare exceptions have not built 
up extensive and expensive mortgage 
departments staffed with trained and 
experienced mortgage personnel, nor 
does there seem to be any disposition 
on the part of trustees to build up 
such an organization even when con- 
vinced that with the proper spread 
between the net-net yield on corpo- 
rate obligations the percentage hold- 
ings of mortgages may be materially 
increased. Generally speaking, trustees 
do not want to be in a position of 
being saddled with the continuing 
overhead of an expensive mortgage 
organization during periods when they 
have withdrawn or should withdraw 
from buying mortgages whether be- 
cause of yield or any other reason. 


The fees charged by corporate 
trustees, at least in the New York 
metropolitan area, make it absolutely 
essential that all operations be stream- 
lined to the maximum degree in order 
to avoid unnecessary and costly ad- 
ministrative work. It may surprise 
many to know, for example, that 
under our standard scale of fees for 
acting as pension trustee, we at 
Guaranty Trust charge 14 of 1 per 
cent per annum on the first $1 million 
of the market value of a pension 
fund, % of 1 per cent per annum on 
the next $4 million, 1/15th of 1 per 
cent per annum on the next $20 mil- 
lion and 1/25th of 1 per cent per 
annum on all over $25 million. Thus, 
from an annual charge of $3,333 for 
the investment management of the 
first $1 million, the scale progressively 
decreases until on the excess over $25 
million we charge a mere $400 per 
million—and I might add that our 
scale of fees is as high as that of any 
bank in New York. 
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in my opinion, one of the very im- 
portant reasons why mortgages have 
not been used more extensively by 
pension trustees is that the mortgage 
bankers, the sellers of mortgages, in 
general, have only the vaguest concep- 
tion of the legal and operating prob- 
lems with which trustees are con- 
fronted in buying mortgages and have 
not seriously attempted to merchan- 
dize their product, as the security 
dealers for generations have success- 
fully merchandized theirs. 


One of the points that mortgage 
bankers should have in mind in deal- 
ing with pension trustees is that, 
unlike savings banks and insurance 
companies, pension trustees are not 
dealing with their own money but 
with the money of their customers 
which they hold in a fiduciary capa- 
city. 

They do not hold these funds in 
one consolidated pool, but in separate 
trust accounts, each trust account hav- 
ing its own separate portfolio. To the 
extent that mortgages are purchased 
for trust accounts they must be pur- 
chased separately for each account; 
and to the extent that geographic 
distribution is considered a prerequi- 
site to sound mortgage investment 
policy, the geographic distribution 
must be established and maintained 
in each separate trust. Under the laws 
of New York, for example, a New 
York trustee is prohibited from par- 
ticipating in the ownership of a mort- 
gage among two or more trust ac- 
counts. 


Banks acting as trustee are con- 
fronted with what we term the “doing 
business” problem in the various states 
other than the state in which we are 
incorporated. In years past, most 
states have had very stringent laws 
which restricted or in many cases 
absolutely prohibited a foreign bank 
or trust company from doing business 
within the state. Within the last few 
years, particularly within the last two 
years, many states, perhaps at the in- 
stigation of the mortgage bankers, 
have amended their laws to permit 
foreign trustees to buy mortgages 
within the state and have access to 
the courts in the protection of the in- 
vestment without being charged with 
“doing business” within the state and 
subject to the various regulations 
which apply to one so doing business. 
According to eminent counsel in Ten- 


nessee whose opinion is confirmed by 
our own general counsel in New York, 
Tennessee has an excellent statute 
on this particular point. Those states 
which do not have such statutes cre- 
ate an effective bar against foreign 
pension trustees acquiring mortgages 
within their state. If, in your re- 
spective states, you do not have the 
proper enabling legislation, you can 
do a mighty good turn for both your- 
self and the foreign trustee investors 
in sponsoring it. (See article, page 26. 


—Ed.) 


Before Guaranty embarked upon a 
program of acquiring mortgages for 
pension accounts, we spent about 212 
or 3 years of rather intensive study, 
first in an effort to educate ourselves 
as best we could on the problems and 
expenses which would be involved in 
the acquisition and retention of mort- 
gages, and second in an effort to de- 
velop mechanisms which would enable 
us safely, efficiently and economically 
to make our selections, inspections, 
provide proper servicing and in gen- 
eral do or have done all of those 
things which are essential in the oper- 
ation of a mortgage investment pro- 
gram. I think you may be interested 
in the problems which to us seem to 
present the greatest difficulties. 


Having in mind that, as I said, we 
do not have a large mortgage depart- 
ment, one problem was how we would 
go about selecting the areas in which 
we would want to acquire mortgages. 
Another problem was the manpower 
and expense involved in the inspection 
of properties. Still another was the 
processing of the various papers, legal 
and otherwise, which have to do with 
the mortgages and satisfying ourselves 
that we had an enforceable obligation 
free of prior claims with respect to the 
property itself and also as to any gov- 
ernment guarantee or insurance. 
Coupled with all of this was, of course, 
the matters relating to the servicing of 
the mortgages and the degree of as- 
surance we could obtain both as to 
the financial standing of the servicer 
and the probabilities of continuity of 
servicing until our mortgage invest- 
ments were completely liquidated. Also 
of no small moment was the matter of 
bookkeeping and the processing of 
payments of principal and income and 
their proper allocation to the respec- 
tive trust accounts holding the invest- 
ments. 


We were handicapped first by rea- 
son of our own inexperience in the 
mortgage business, and second because 
the mortgage bankers—at least the 
ones to whom we talked, and there 
were many—had not developed in de- 
tail the merchandising techniques with 
our specific problems in mind. 


With our Real Estate Officer, a rep- 
resentative of our Comptroller’s De- 
partment, a representative of the 
Auditing Department and one of the 
attorneys of our General Counsel’s 
office (and after studying the methods 
and procedures employed by several of 
the large metropolitan savings banks) , 
over a period of about a year we 
evolved a program or method of oper- 
ation which we felt solved virtually all 
of the problems which we visualized 
would be involved in an expensive 
mortgage program. For reasons which 
I will not go into now, we never put 
this program into operation. Concur- 
rently with that study, however, we 
were very much interested in two 
other programs or methods which 
were being evolved by other groups, 
one of which we definitely decided to 
use in our mortgage investments. 
Under the program in which we par- 
ticipate, it seems to me that we have, 
for all practical purposes, solved the 
problems of selecting geographic areas 
and providing for geographic diversi- 
fication for the mortgage investments 
of each pension trust, providing for 
the inspection of properties, the han- 
dling of the necessary legal paper 
work, the servicing of the mortgages 
and the ultimate simplified remittance 
and accounting for principal and in- 
come payments. So far the arrange- 
ment is working to our complete satis- 
faction and in recent months we have 
materially increased our mortgage in- 
vestment program which we initiated 
a little over a year ago. 


Here I have attempted to convey 
some of the problems with which we 
at the Guaranty are confronted in 
considering FHA and VA mortgages 
as investments for our pension trust 
accounts. I am confident that when 
the leaders of the mortgage banking 
fraternity fully understand our prob- 
lems and we understand theirs, it will 
not be too difficult to work out the 
techniques which will open pension 
trust funds for mortgage investments 
to a much greater extent than exists 


today. 
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OAN-to-value ratio legislation in 
L all states has stumped the Mort- 
gage Bankers Association of America 
for more than a decade. Capable and 
zealous men have met and talked and 
decided and worked to get a 65, 70 
or 75 per cent ratio of loan-to-value 
law for mortgages in this or that State. 
Each year another capable and zealous 
group of men would meet as a com- 


mittee of MBA and talk and decide 


and work. This has gone on year 
after year. The actual results—neg- 
ligible. The need—still great. 


Why should this loan-to-value ratio 
be raised? 

Is it in the public interest that loan- 
to-value ratios be raised? 

Why is it unwise to do it on a per- 
centage basis? 

What other basis is there? 

Can it ever be done on any basis in 
the 
tional loan for insurance companies 


time to save residential conven- 
and savings banks? 

How may it be done? 

It is at once evident that timid con- 
servatism will never win this big in- 
The big 
prize is the conventional residential 


vestment prize. investment 


home) loan. Insurance Companies 
and Savings Banks should not lose it 
by default, nor should they lose it as 
the 


apathy. 


result of indecision or fear or 
Let’s start at the 


work down on these questions one at 


top and 


a time. 
>> Why 


ratio be 


should 


raised? 


this loan-to-value 
Because the monthly 
has revolutionized the 
The results of this 


amortizing loan have been excellent, 


payment loan 


mortgage business. 


and higher loan-to-value ratios have 
proved to be safe—so much so that 
the president of a large Savings Bank 


wrote: 
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“I am convinced that a 90 per cent 
loan, with a 30-year term on a con- 
ventional basis is sound and inherently 
safe I believe that home mort- 
gage lending should not have to rely 
on government insurance or guaran- 
tees of loans which they themselves 
are capable of making without such 
guarantees .... The Federal housing 
agencies have pointed the way, and I 
think the time has now arrived for 
lenders to stand on their own feet.” 

George C. Johnson, President 

The Dime Savings Bank of Brooklyn 

The Mortgage Banker, March, 1958 


The loan-to-value ratio should be 
raised where it will affect Life Insur- 
ance Companies and Savings Banks, 
because it has already been raised for 
other types of savings institutions— 
particularly the Savings and Loan 
Companies. In the normal competitive 
market Savings and Loan Companies 
have siphoned off, and are continuing 
to siphon off, good single family resi- 
dential loans from the present mort- 
gage portfolios of Life Insurance 
Companies and Savings Banks. The 
ratio of loan-to-value should be raised 
to save these safe, liquid and high- 
yielding investments from further le- 
gitimate raiding. 
>> Is it in the public 


ratio be 


that 
raised? It is! 
Because a larger loan ratio is safe, it 
helps the homeowner in obtaining one 
of the most important facilities in his 


interest 


loan-to-value 


life. It provides a safe investment for 
Life Insurance Companies and Sav- 
ings Banks—so necessary to their fi- 
nancial life. Hence higher loan-to- 
value ratios are in the public interest. 
>> Why is it unwise to do it on a 
percentage basis? Because as soon as 
the laborious task of increasing the 
loan-to-value ratio has finally been 


adopted into law in a particular state, 
say from 60 to 70 per cent, it will be 
found that a 75 per cent loan or some 
other percentage is desirable, safe and 
in the public interest. Then the whole 
laborious and precarious process must 
be started all over again. Also there 
is an ever varying difference of opin- 
ion as to whether loan-to-value ratio 
in one state should be €0, 70, 80 per 
cent—or even higher; whereas opin- 
ions in another state may vary to a 
smaller percentage. The almost un- 
limited number of opinions as to the 
correct percentage, plus the fact that 
there are 48 states to consider, makes 
it absolutely unwise to try and ac- 
complish a change on the basis of a 
fixed percentage of loan-to-value. 
>> What other basis is there? The 
only other basis is to embrace and 
use the “Prudent-Man-Rule” used as 
a standard in connection with invest- 
ments made by trustees. As the title 
implies, the Prudent-Man-Rule re- 
quires that an investment be one char- 
acterized by prudence—an investment 
made as cautiously, discreetly, wisely 
and judiciously as would have been 
made by a prudent man. This is the 
general rule under which many “trus- 
’ operate when purchasing bonds 
or stocks or making an investment in 
real The Prudent-Man-Rule 
where operative is usually under the 
supervision of the Insurance Commis- 
sioner, Corporation Commissioner, Su- 
perintendent of Banks or other state 
official. These supervisional state offi- 
cials set procedural rules or regula- 
tions from time to time, depending 
upon the market, state of financial 
affairs, etc. This Prudent-Man-Rule 
is the only other basis on which a 
change in loan-to-value ratio could be 
made to be flexible and responsive to 
changing conditions. 


tees’ 


estate. 


rudent-Man-Rule 





>> Can it ever be done on any basis 
in time to save the residential conven- 
tional loan for Life Insurance Com- 
panies and Savings Banks? 1 think 
it can; but whether it can or not, the 
only thing to do is to try—and try 
hard and fast. The residential loans 
are rapidly seeping away from Life In- 
surance Companies and Savings Banks 
to Savings and Loan Companies. This 
situation should not continue. Life In- 
surance Companies and Savings Banks 
should not be put in a second-class 
position with respect to this prime in- 
vestment, the residential loan, because 
of antiquated State regulatory laws. 
>> How may it be done? State laws 
should be amended once and for all 
by applying the Prudent-Man-Rule to 
mortgages the same as to stocks or 
bonds or real estate. Let there be no 
ratio of loan-to-value except as In- 
surance Commissioners or Bank Su- 
perintendents establish from time to 
time under the Prudent-Man-Rule. 
Then Life Insurance Companies and 
Savings Banks will not be kept in their 
present second-class position. They 
would be responsible for their invest- 
ments, responsive to their state regula- 
tion head, and able to make a good 
volume of safe conventional loans, 
negotiate interest rates, etc. 

Would Insurance Commissioners 
and Bank Superintendents support the 
Prudent-Man-Rule with respect to 
mortgages? No one can give a Cate- 
gorical answer. I would think they 
would lend their support, and here 
are my reasons: 

1. The question of “How large a 
percentage of loan-to-value is safe?” 
is eliminated from consideration in 
originally establishing the law. 

2. It leaves the ultimate percentage 
very much in the hands of the Insur- 


4 great many people in the mortgage industry 

consider our No. 1 challenge to be raising the 

present loan-to-value ratio for conventional loans. 

The consensus is that our experience and record 

of the past quarter-century fully justifies a 

higher level. To get this done will, admittedly, take a great 
deal of effort and will be a long and drawn-out process—and 
after a certain higher fixed percentage is secured, 

it is conceivable that the times and conditions 

might justify a further change. Mr. Moir suggests a different 
method—the Prudent-Man-Rule for conventional loans. 


By WALLACE MOIR | 











President, Wallace Moir Company, 
Beverly Hills; Past President of MBA 


ance Commissioner or Bank Superin- 
tendent based upon local conditions, 
general economic factors, and current 
performance of the mortgage as an 
investment. 

3. The loan-to-value ratio under 
the Prudent-Man-Rule can be lowered 
as well as raised. 

4. It makes the Life Insurance 
Company or Savings Bank just as 
responsive to the Insurance Commis- 
sioner or Bank Superintendent as be- 
fore—perhaps more responsive. 

5. It does not change the Life In- 
surance Company’s or Savings Bank’s 
present position of making loans at 
less than the established maximum 
loan-to-value ratio if it chooses so to 


do. 






| | 


The conventional residential loan 
is the backbone of most mortgage 
portfolios for Life Insurance Compan- 
ies and Savings Banks. It should be 
protected. The only way it can be 
protected is to have a flexible loan-to- 
value ratio for mortgages in the vari- 
ous states. The only way to get a 
safe, yet completely flexible loan-to- 
value ratio is to establish the Prudent- 
Man-Rule into law. When once this 
has been accomplished, the problem 
has been solved for all time, and mort- 
gages take their position of respect 
and equal treatment, side by side 
with bonds, preferred stocks, and other 
investments. As the safest investment 
of them all, the mortgage is entitled 
to equality. Let’s see that the Pru- 
dent-Man-Rule is enacted into law. 
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ome States Bar Out of State 
Investments at Cheir Rorders 


S HISTORY has shown, real 
estate cycles are long. Changes 


take place slowly. People fail to ap- 
ply information learned in one cycle 
to the corresponding conditions in the 
next. 

Back in 1873, this country experi- 
enced a panic in the midst of a world 
wide depression following over-expan- 
sion in business and industry and some 
railroads. 
either 
borrowed 


reckless speculation in 
Funds 
interest or principal on 
money. Not until 1883 was confidence 
restored with a new building boom 
under way. Bad times back 
again in 1900 which continued until 
1905 when economic conditions im- 
proved. By 1918 depressed times had 
The young men went to 
war. Many back and raised 
families, helping along the building 
boom of the twenties that ended 
when the 1929 crash signalled the 
beginning of our greatest depression. 

After a upturn three 
times as many young men as before 


were lacking to pay 


were 


returned. 
came 


slow over 


went to war. When again many re- 
turned and raised families we enjoyed 
building boom in the 
world’s history. 


the greatest 


In this last cycle some states pros- 
pered more than others. Florida, 
Texas, Arizona, Oklahoma and Louis- 
iana are examples. 

Florida flourished as never before 
with real estate developments, retired 
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Just that, they make it so difficult for a foreign corporation to invest 
in the growth and progress of the state that managers of funds from 
without hesitate or refuse to make investments there. The “doing 
business” problem is one for mortgage bankers in those states where little 


or nothing has been done to bring the statutes up to date in relation to 
the times. And it can be done, as a number of states have 
conclusively proved in the past few years. 


pensioners, new industries and vaca- 
tioners. It is significant that this state 
has no income tax and foreign banks 
may invest in real estate without any 
of the qualification requirements im- 
posed in most states. 

Real estate developments were phe- 
nomenal in Texas, especially in 
Houston, Dallas, Fort Worth and San 
Antonio. Texas likewise has no gen- 
eral income tax and under its laws 
the making of mortgage investments 
by foreign corporations, banks, trust 
companies, pension fund trustees, etc. 
is not “doing business” so as to re- 
quire qualification. 

Defense and other industries intro- 
duced into Arizona a new and con- 
tinuing prosperity. By its statutes a 
foreign corporation, life company, 
bank, pension trust, guaranty, surety, 
bond company may make 
mortgage loans without being licensed 
to do business and may take and en- 
force the security therefor. It need 
only appoint members of the Corpora- 
tion Commission its agent for service. 


trust or 


Oklahoma is another state of a vast 
number of new homes and new com- 
mercial buildings. Its laws provide 
that the activity of a foreign corpora- 
tion in investing in loans secured by 
real estate is not “doing business.”’ No 
qualification is required. 

Louisiana has enjoyed an excep- 
tional boom in new building and new 
industries. Its statutes require only a 


By MALCOLM C. SHERMAN 


Associate Counsel, John Hancock 
Mutual Life Insurance Company, Boston 


filing fee of $50, a sworn statement of 
the corporate name, a copy of its 
charter, etc. for foreign corporations, 
banks, investment and pension trusts, 
mortgage and insurance companies to 
enter the state to make mortgage in- 
vestments. 


The foregoing indicates that these 
laws contributed to the remarkable 
economic growth in these states, pro- 
moting interesting and rewarding op- 
portunities for mortgage bankers, 
providing work for local counsel, in- 
surance risks for title and casualty 
companies and investments for local 
banks which provide interim financing 
in large construction loans, with the 
permanent financing advanced by 
out-of-state lenders. 


Other states having no restrictions 
on mortgage investments in real estate 
by foreign corporations are Idaho 

but only if mortgage loans are ac- 
quired through and serviced by an 
Idaho corporation), Illinois, Michi- 
gan (FHA and VA only), North 
Carolina, Oregon (as to foreign cor- 
porations only—foreign banks, trust 
companies and insurance companies 
must pay $200 license fee annually 
and designate the Corporation Com- 
mission agent for service), West 
Virginia and Washington. In the fol- 
lowing states and Hawaii the require- 
ments are relatively inexpensive and 
easily complied with: Alabama, 
Maine, Nevada, New Hampshire, 








New Mexico, South Carolina, South 
Dakota and Wisconsin. 


In the other states, as a source of 
evenue and as a check on the nature 
of the operations of a foreign corpo- 
ration, qualification requirements may 
cover before the doing of any busi- 
ness, including the entering the state 
to invest in mortgages secured by real 
estate, payment of filing fees, ap- 
pointing the Commissioner of Cor- 
porations or some other state officer 
agent for service of process, filing 
true copies of its charter and by-laws, 
filing yearly reports, paying franchise, 
license or income taxes and other pre- 
requisites. These states are: 

Missouri 
Montana 
Nebraska 
New Jersey 
New York 
North Dakota 


Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Georgia 


Indiana Ohio 

Iowa Pennsylvania 
Kansas Rhode Island 
Kentucky Tennessee 
Maryland Vermont 
Massachusetts Virginia 
Minnesota Wyoming 
Mississippi 


In the competition for the available 
funds of out-of-state lenders who in- 
vested over $100 billion in mortgages 
on homes and commercial properties 
during the last real estate cycle, the 
money will continue to go where it 
finds conditions most favorable. 

States 


Mortgage bankers in the 


above listed can aid their economies 
by urging their legislatures to pass 
laws that impose no qualification re- 
quirements on foreign corporations, 
banks, insurance companies, pension 
fund trustees and trust companies 
which enter a state solely for the pur- 
pose of making mortgage investments 
on real estate. 


>> FARM LOANS: Estimated 
amount of farm real estate mortgage 
recordings for the last half of 1957 
amounted to $988 million, 4 per cent 
less than in the same period in 1956. 
Except for the last half of the two 
previous years, this was the largest 
amount of farm mortgages recorded 
in the last half of any year since rec- 
ords were started in 1934. 

The amount of Federal land bank 
loans made decreased 32 per cent, the 
first decrease in the second half of 
the year compared with the last half 
of the previous year since 1947. In- 
surance company loans declined 14% 
per cent. Loans made by banks and 
trust companies, individuals, and the 
miscellaneous group increased 1 per 
cent, 3 per cent, and 38 per cent 
respectively. 

Federal land bank loans accounted 
for 16 per cent of the total estimated 
amount of recordings. This compares 
with 23 per cent in the last half of 
1956. 

The number of recordings for all 
lenders was about 3 per cent less than 
in the second half of 1956 and was 
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the smallest since 1944. In eight Farm 
Credit districts, declines in number 
for all lenders ranged from 341% per 
cent in Houston to less than 1 per 
cent in Berkeley. The number in- 
creased 17 per cent in Columbia, 8 
per cent in Baltimore, 3 per cent in 
New Orleans, and less than 1 per 
cent in Louisville. Nationwide, the 
number declined 29 per cent for the 
land banks; 22 per cent for insurance 
companies; and 4 per cent for indi- 
viduals. The number for banks and 
trust companies increased 1% per 
cent and for the miscellaneous group 
33 per cent. 

The average size of loan for all 
lenders declined about | per cent. The 
size of land bank loan was down 3 
per cent. The size of loan for banks 
and trust companies remained about 
the same; insurance companies in- 
creased 10 per cent; individuals 7 
per cent; and miscellaneous 4 per cent. 


n 
ve 
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FACING THE HARD FACTS OF— 








The Decline of the Dollar 


Its Lending Power Has Been Cut Along With Its Buying Power 


BSCURED though it may be 
QO right now by the effects of the 
current adjustment in the economy, 
inflation has left a disturbing legacy 
to the nation’s capital markets which, 
in its results, has much in common 
with the experience of the average 
balancing 


American householder in 


the family budget and in making 
ends meet. 
For the simple fact is that the 


lending power of the dollar has gone 
down with its buying power in recent 
and in 
housing and installment loans, to a 
substantially greater extent. As a re- 
sult, it takes many more dollars than 
before to do a typical credit or in- 
whether these 
loan to 
help an individual buy a home or an 


years, some areas, such as 


vestment job today, 


dollars are employed as a 


automobile, or whether they are used 
to help meet the borrowing and in- 
vestment needs of business and in- 
dustry, or government. 

Here in combination with the nor- 
mal tendency of demand for lendable 
funds to expand greatly during peri- 
ods of 


key 


capital markets, whose primary source 


high economic activity is the 
to the recent stringency in the 


of funds is the people’s savings. Con- 
tributing to this problem has been 
the fact that personal savings have 
lagging behind the growth of 
and of incomes in 


been 


the economy re- 


cent years, a situation which, unless 
reversed, contains the seeds of future 
the 


capital needs once economic growth 


difficulties in meeting nation’s 


is resumed. 

\ major example of the need for 
more savings dollars to do a lending 
job than in the past is provided by 
the market, 
which in recent years has represented 
a third of all the 


residential mortgage 


from a quarter to 


demands for lendable funds on the 
capital markets. Taking just a recent 
period, from 1953 to 1956 alone, 
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figures compiled by the Bureau of 
Labor Statistics show that the aver- 
age FHA mortgage on a new single 
family home has gone up from $8,500 
to over $11,000. This represents a 
rise of approximately 30 per cent for 
the period, a proportion several times 
greater than the rise in living costs 
from 1953 to date. 

For existing homes acquired under 
FHA terms, the average mortgage 
has increased from $8,600 in 1953 to 
just over $10,000 in 1956, a rise of 
16 per cent in the period. A similar 
trend is reported in the area of VA 
mortgage guarantees, where the aver- 


age mortgage on a new home has 
gone up 24 per cent between 1953 
and 1956, and on existing homes 


about 17 per cent. 

This development naturally has 
had an important impact on the ag- 
gregate demand for mortgage funds 
the on the 

Completion of 1.1 


and hence in pressure 
capital markets. 
million homes in 1953 was ac- 
companied by an expansion of $7.7 


the residential 


new 


billion in 
debt 


mortgage 


An equivalent number of new 
homes this year, it is estimated, would 
require several billion dollars more 
in mortgage funds than in 1953, con- 
sidering the rise in home construction 
costs in the period combined with the 
trend to lower down payments and 
longer mortgage terms. 

A parallel situation is found in in- 
stallment 
market 


Like Topsy, U. S. 


ROWTH of federal loan, 
and guarantee pro- 
grams in the past 35 years has been 
so great that they now constitute a 
second financ:al system, partly com- 


loans, which dominate the 


for consumer credit. Figures 


loan 
insurance 


compiled by the Federal Reserve Sys- 
tem indicate that the average loan on 
new automobiles has gone up from 
around $1,800 in 1953 to more than 
$2,600 currently, up over 40 per cent. 
Loans extended for the purchase of 
used cars have increased from around 
$900 to over $1,100 on the average. 
These figures are based on monthly 
reports to the Federal Reserve from 
sales finance companies, which hold 
about half of all automobile install- 
ment paper. Nearly two-thirds of all 
new cars are sold on credit. 

Borrowing needs of business and 
industry, small as well as large, have 
likewise reflected the impact of the 
inflationary trend in the economy in 
recent years. Data compiled by the 
Life Insurance Association of Amer- 
ica on life company loans to business 
and industry show an appreciable in- 
crease in the average size of most 
loans, classified by size, for the 1953- 
56 period. The principal exception to 
this trend was the largest loan, of $10 
million and over. By contrast, small 
loans, those of under $50,000, showed 
one of the biggest increases in aver- 
age size for the period. 

Loans to small business, ranging 
from several thousand dollars to 
$250,000, represented about three out 
of four of all life company loans to 
business and industry between 1953 
and 1956, according to the Life In- 
surance Association of America sur- 
vey. Loans up to $50,000, and aver- 
aging some $25,000 each, made up 
the biggest single category. 


Guarantees Grew 


peting with and partly complementing 
the private financial system. 

In the first four years of the 1950's, 
federal lending and loan underwrit- 
ing averaged about $13 billion a year 














wer five times the average for 1935- 
39. Total outstanding amounts of past 
and current federal loans and guaran- 
tees averaged about $36 billion in the 
early fifties. These are among the 
facts made public for the first time 
in Federal Lending: Its Growth and 
Impact, published by the National 
Bureau of Economic Research. 

[he figures include not only the 
direct agencies of the government but 
also sponsored agencies such as the 
Federal Land Banks and Federal 
Home Loan Banks. They refer to 
credit aids to businesses, farmers and 
other individuals, and state or local 
governments. 

The full extent and character of 
federal credit activities were long un- 
known because they were split among 
many agencies and often hard to trace 
among the activities of a given agency. 

The investigation was made by Pro- 
fessors R. J. Saulnier of Barnard Col- 
lege, Columbia University, and the 
National Bureau (now Chairman of 
the President’s Council of Economic 
Advisers) ; Harold G. Halcrow of the 
University of Connecticut, now head 
of the Department of Agricultural 


Economics at the University of IIli-. 


nois; and Neil H. Jacoby, Dean of the 
Graduate School of Business, Univer- 
sity of California at Los Angeles (cur- 
rently on leave as U. S. representative 
in the Economic and Social Council 
of the United Nations). 

The period covered by the study is 
from 1917, the start of federal lend- 
ing, through 1953. The authors ex- 
amined more than a hundred credit 
programs, under more than sixty agen- 
cies, 27 of which had active credit 
programs in 1953. 

The authors underline the current 
importance of federal credit aids in 
major sectors of the economy with 
these figures: 
>> In agriculture, federal or feder- 
ally-sponsored agencies held 19 per 
cent of the mortgage debt outstand- 
ing at the end of 1953. They also 
held 28 per cent of the short-term 
debt, with another 28 per cent under 
Commodity Credit Corporation guar- 
antee. 


>> In urban housing, loans pro- 
tected by FHA insurance or VA guar- 
antee represented 27 per cent of the 
dollar total of home mortgages $20,- 
000 or under that were recorded dur- 
ing 1953. 


“In urban housing, loans protected by FHA insurance or VA 
guarantee represented 27 per cent of the dollar total of home mort- 
gages $20,000 or under that were recorded during 1953... . The 
influence of federal credit on business cycles has been mixed— 


operating at times in a stabilizing, and at other times, in a de- 
stabilizing direction. Unified management of the credit programs 
to promote economic stability has not existed. On balance, they 
operated more often than not to offset a contracting or depressed 
level of economic activity, and to stimulate the economy in the 
early stages of a recovery movement—most importantly, in the 
Great Depression. But apart from the latter, the modest tinge of 
countercyclical behavior observed over the long run was apparently 


due to faster repayment of loans in good times than in bad, rather 


than to the management of the programs.” 


Federal credit aid to business con- 
cerns was not much below the total 
outstanding to agriculture, but was 
small compared to financing supplied 
by private institutions and individuals 
—less than 5 per cent as large. Aid 
to state and local governments was 
small both as a part of federal credit 
and in comparison to the amounts 
supplied by private sources. As to 
financial institutions, the debts of com- 
mercial banks to the Reconstruction 
Finance Corporation and of savings 
and loan associations to the Federal 
Home Loan Banks in 1953 were small 
compared to other federal lending, 
but far outweighed the financial in- 
stitutions’ debt to private lenders. 

Federal credit became a major 
economic force in the thirties, em- 
ployed to combat depression on a 
scale equaling or outweighing federal 
expenditures. Except for a_ brief 
slackening during World War II, fed- 
eral credit aids have continued to 
grow. They have grown faster than 
gross national product or the credit 
activities of private financial institu- 
tions. 

In recent years the emphasis has 
been on federal insurance or guar- 
antees of loans made by private lend- 
ing institutions rather than on direct 
loans. As of December 1953, out- 
standing federal commitments under 
insurance and guarantee contracts 
totaled nearly $30 billion, mainly on 
urban mortgages. Direct loans out- 
standing totaled over $13 billion, 
mainly in agricultural and business 
financing. 

The most difficult part of the in- 


quiry was to trace the economic ef- 
fects of these huge and diverse credit 
operations. Highlighted in the sum- 
mary report are the following: 

>> “In agriculture, by increasing 
the supply of credit and reducing its 
costs, federal credit programs proba- 
bly maintained a larger allocation of 
resources to farms than would other- 
wise have occurred. The consequent 
increase in the supply of agricultural 
products may have reduced somewhat 
the percentage of national income re- 
ceived by farmers when, as in the 
1930’s, demand was not active. The 
chief effects on increasing farm 
output probably occurred through the 
expansion in Land Bank lending in 
1934-1935, and through the later ex- 
pansion in production credit and rural 
electrification, especially in the post- 
World War II period.” 

>> As to housing, the effects of the 
credit liberalization program after 
World War II on output were diffi- 
cult to weigh; the effect on costs and 
prices was more apparent. “After the 
war, construction costs rose signifi- 
cantly more than costs of other types 
of output; and rose more for home 
construction than for commercial and 
factory construction. The main cause 
lay in more rapid increases in prices 
of building materials, particularly of 
lumber, than of semi-manufactured 
goods generally. The result was that 
the prices of houses increased more 
rapidly than the prices of consumer 
goods generally, and certainly of con- 
sumer goods. Thus, a considerable 
part of the impact of the federal 
housing credit programs after 1946 
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was raising the costs of residential 
construction and the prices of homes 
above what would otherwise have 
prevailed.” 

The influence of federal credit on 
business cycles has been mixed—op- 
erating at times in a stabilizing, and 
at other times, in a destabilizing di- 
rection. Unified management of the 
credit programs to promote economic 
stability has not existed. On balance, 
they operated more often than not to 
offset a contracting or depressed level 
of economic activity, and to stimulate 
the economy in the early stages of a 
recovery movement - impor- 
tantly, in the Great Depression. But 
apart from the latter, the modest 
tinge of countercyclical behavior ob- 
served over the long run was appar- 
ently due to faster repayment of loans 
in good times than in bad, rather 
than to the management of the pro- 


most 


grams 

Private credit markets and prac- 
tices have been profoundly affected 
by the growth of this federal activity. 
Highlights from the summary report 
are these: 

“In agriculture, federal credit aids 
lengthened liberalized 
terms of credit, and tended to in- 
crease the size of the avarage farm 
mortgage loan. They also worked 
toward greater uniformity in both 
mortgage and production credit costs 


maturities, 


throughout the nation, bringing the 
largest relative reductions . . . in the 
South and West . In part, com- 
mercial banks and life insurance com- 
panies have yielded market position 
to the publicly sponsored agencies; in 
part, however, they have met the 
increasingly liberal terms with loans 
carrying lower interest charges and 
longer maturities.” These effects oc- 
curred mainly during a period of long 
decline in the interest rate structure, 
and that the results might have been 
very different in a different economic 
environment. 

Similar effects—toward lib- 
eral credit terms, decrease of regional 
differences, and increase in ratio of 
were found in hous- 


more 


debt to equity 
ing credit. 

In business credit, too, the authors 
note, “Federal agencies have 
tended to lengthen the maturities of 
loans and to broaden the use of the 
amortized loan. In this respect they 
fostered an adjustment in the nature 
of business credit responsive to the 
increasing use of durable producers’ 
goods by business enterprise in the 
American economy. The term-lending 
principle has brought commercial 
banks new problems of portfolio man. 
agement and of liquidity mainte- 
nance; but undoubtedly it has helped 
business enterprises by relating re- 
payments to earning power.” 


How The Younger Age Groups Change 


SIGNIFICANT change is taking 
A place in the structure of the 
younger age groups of our population 
which seems certain to have a far- 
reaching effect in the years immedi- 
ately ahead on the spending and sav- 
ing patterns of millions of American 
families and gives one indication of 
the ahead mortgage 
financing. 


market for 

An analysis of figures compiled by 
the bureau of the census shows that 
what is happening basically is that 
the children born in the baby boom 
of the last decade are growing older. 
Thanks to a continuing high birth 
rate, the age group under five is still 
the largest in the population, but the 
older children and the teen-agers are 
coming up fast and are expected to 
catch up with, and in some cases pass, 
the under-5 group in number by the 
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mid-60s. 

As every family knows, raising chil- 
dren becomes progressively more ex- 
pensive as they begin to grow up, 
reaching the costliest period of all 
when they are ready for college or 


other institutions of higher learning in 
their late teens. This inevitable strain 
on the average family budget has been 
accentuated in recent years by two 
developments in the economy and in 
the composition of the population. 
The first is inflation, which has raised 
the cost of living and of education 
and other necessities to record high 
levels. The second is the growth in 
the number of large families, with 
families of three or four children 
more common now than they have 
been in many years. 

Whatever effect this changing 
structure of the population may have 
on personal consumption expendi- 
tures over the next decade, it points 
up the average family’s need for more 
personal protection and more saving 
to meet the financial responsibilities 
that, for many, are just around the 
corner. 

The latest figures show that the 
age group under five numbered just 
above 19 million as of July 1 last 
year, the equivalent of about one out 
of every nine in the entire popula- 
tion. Projections into the middle of 
the next decade anticipate a halt in 
this group’s rapid growth of recent 
years, with a decline of somewhat 
over a million by 1960 and a rise 
to near the current number by 1965. 

By contrast, the number of older 
children and teen-agers is rising rap- 
idly. The figures show that the 5 to 
9 age group is expected to cross 19 
million in number by 1960, up over 
a million from the July 1, 1957 to- 
tal, and to stay close to this level by 
1965. 

The early teen group, those be- 
tween the ages of 10 and 14, which 
totaled 15 million at the middle of 
last year, is expected to add up to 
over 17 million in 1960. 
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SOME ACCOMPLISHMENTS AND PLANS OF MBA’S WORKING COMMITTEES 


FEW days ago MBA concluded its most 

extensive program of regional meetings and 
educational conferences embracing the first five 
months of this year. What remains for the balance 
of 1958 is the School of Mortgage Banking at 
Northwestern and Stanford Universities and the 
annual Convention in Chicago. But let us take 
a backward glance at what transpired in the first 
five months — major Mortgage Conferences in 
Chicago, Nashville and New York and Mortgage 
Clinics in Wichita and San Diego as well as the 
Senior Executives Conferences 
at New York and Southern 
Methodist Universities. More 
than 3,500 of our members at- 
tended these meetings — cer- 
tainly an impressive bit of evi- 
dence that the opportunity to 
come together, to explore and 
analyze mutual problems is 
about the most basic organiza- 
tional function of MBA, the 
very heart of the Association. 
MBA recognizes it and this year provided this 
comprehensive schedule of meetings. But it took 
a great amount of time, effort, thinking and plan- 
ning; and for this we can thank our Clinic Com- 
mittee headed by Carey Winston of Washington 
and the hundreds of members who made contribu- 
tions along the way. 

The Clinic group is only one of 26 active com- 
mittees working throughout the year to advance 
the aims and objectives of MBA; and it is my 
thought to highlight here the work of some of 
them and comment in later issues on the progress 
of others. The Public Relations Committee, for 
one, has been doing some outstanding work this 
year. Headed by Brown L. Whatley of Jackson- 
ville, Fla., it recently concluded an agreement with 
a well-known film counsellor firm in New York to 
begin the initial script outline for a film about 
and for the mortgage banker and his role in the 
economy. Nothing like this has ever been done 
before and our industry has long needed a medium 
to accomplish just such an aim. What is important 
is that at last the work has started and before not 
too long we will see the ultimate achievement. 

Another group which has turned in an outstand- 
ing record is the Conventional Loan Committee 
headed by Dale M. Thompson, Kansas City, under 
whose auspices we now have a standard form of 
residential appraisal. A previous committee had 


John C. Hall 


developed the standard financial statement and 
the standard application form, both of which are 
now in wide use. Our industry has acutely needed 
more standardization and simplification—the need 
has become pressing in many vital areas of our 
business. And it is pleasing to report that impor- 
tant progress is being made by our Association. 
The Committee is also taking a great deal of time 
in studying the question of higher percentage loans. 
Shall we continue to accept the 6624 per cent 
limitation when so many signs clearly point to 
the fact that it no longer applies? —The Committee 
has not as yet come up with a conclusive answer, 
nor do I have one; but the matter is receiving 
thoughtful study; and when, as and if we come 
up with the answer, our industry should begin 
the job of seeing what can be done about it. 

As president I have been in a position to observe 
the work of two other important committees— 
the Membership Admissions Committee, headed 
by John A. Gilliland of Jacksonville, Fla., and the 
Membership Committee, headed by Pat L. Davis 
of Ft. Worth. I want to pay a tribute to both 
groups. Their work is on a constant day-to-day 
basis, requires careful and detailed attention but, 
because of its very nature, is not too fully appre- 
ciated by all members. But the record of their 
success is evident. In brief, our roster is growing 
but on a most selective basis which is the way the 
members have indicated they wish it to be. Appli- 
cants are most rigidly screened; the selective and 
representative character of the Association’s mem- 
bership is being well maintained—and, again, that 
reflects the wishes of the membership. 

In later issues I intend to review the work of 
other MBA Committees, all of which, I am pleased 
to report, have been hard at work on their specific 
assignments since last November. To me, it is an 
inspiring sight to see this group of several hundred 
men, each one of whom is busy in his own affairs, 
giving so liberally of their time, effort and expe- 
rience in behalf of the Association. 





Sincerely, 


i 4 


PRESIDENT 
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The world today, home 

and abroad, in finance, 
business and the mortgage 
market, was analyzed by this 
group of specialists. Seated, 
Raymond T. O’ Keefe of Chase- 
Vanhattan, chairman of the 
Conference; Dr. Roger F. Mur- 
ray of Columbia who spoke; and 
Viles L. Colean who moderated the 
session. Standing, Carey Winston, 
WBA Clinic Chairman; MBA 
Vice President Walter C. Nel- 
son; Ernest K. Lindley of 

\ ewsu eek u ho spoke on 
foreign affairs; and Dr. 
James J. O’ Leary 

spoke on the capital and 


who 


mortgage markets. 


Correspondents Heard 








All The Mortgage Money You Can Use 


It was the thing to be remembered about MBA’s Eastern Mortgage Conference 


I MIGHT well have been called 
| “The Happy Time”, this year’s 
Eastern Mortgage Conference in New 
York, this 


particular meeting was so much con- 


because never before at 
fidence in evidence, so little concern 


for the uncertainties ahead—all this 
in spite of the fact that a full-fledged 
business recession was underway with 
no one yet in a position to say pre- 
cisely how long it will continue and 
how deep it will cut into the economy. 


Recession or not, the fact was evident 


that, for the mortgage industry at 
least, the outlook was favorable. No 
longer was it a question of money: 


the question was getting the loans for 
available. It 
indeed a happy time when contrasted 
to the 
when MBA meetings have been held 


which money was was 


scores of previous occasions 


on the eve of some drastic change in 


their business or when some new un- 
certainty loomed ahead. 

his was MBA’s traditional meet- 
ing emphasizing the opportunity for 
originator and investor to exhange 
views, compare notes and plan ahead. 
And the 
tained in April when a good deal of 
that 


the country in 


tradition was well main- 


just was done. Obviously, with 
a recession of no little 


proportions, it makes no sense to say 
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that this or that area of the economy 
because what affects the 
influence 


is booming 
has its 
But, 
speaking, the mortgage outlook is as 


general well being 


on all sections of it. relatively 
favorable, as promising as that of any 
That was clear from what was 
the the 
corridors as well. 

MBA Vice President Walter C. 
Nelson handled the mortgage end of 
the discussion in the opening talk at 


area, 


said from rostrum and in 


the Conference, saving that the mar- 
ket as a the credit 
conditions prevailing since November, 
turn- 


result of easier 


has experienced a complete 
bor- 
rowers for that 


weren't available to one of pressure 


about one trom pressure by 


mortgage funds 
by investors for mortgages that aren't 
available 

“We hope this won’t become chron- 
ic,” he said. “What happened was 
that. when the general structure of 
rates fell below the point where the 
vield obtainable on insured loans was 
again within the range of acceptable 
loans sud- 


demand for these 


Savings bank money 


rates, 
denly surged. 

quantity. 
first time 


mortgages. 


substantial 
the 
real interest in 


appeared in 
Pension funds for 
showed a 


Life insurance companies, somewhat 


less hurriedly, took notice of the new 
conditions. 

“The the change 
caught the market unprepared. The 
earlier inability to obtain anything 
approaching a normal volume of ad- 
vance commitments or warehouse 
credit had not only brought private 
home construction to its lowest point 
since 1949 but also—and more signi- 
ficant for the present situation—had 
prevented builders from making ex- 
tensive plans for the present year. 

“The new funds therefore poured 
A scramble 


suddenness of 


into a sort of vacuum. 
followed for mortgages ready for de- 
livery at bargain rates, especially by 
our savings bank friends; the bar- 
gains quickly disappeared; and the 
supply of unplaced loans became so 
diminished that even the prices at 
which FNMA was willing to sell from 
its own portfolio began to look at- 
tractive. As evidence of the state of 
this market, FNMA since the first of 
the year has sold or agreed to sell 
$140 million of FHA and VA mort- 
gages at prices higher than are 
generally considered to offer a mar- 
ketable basis. 

“As the future demand 
mortgage investment funds 


clearer and as the supply of readily 


for 
became 


non- 








At the New York Conference with a roving camera, some who 
were there, right to left, D. Clair Sutherland, Bank of America 
NT&SA, San Francisco; Edward G. Kellner, Jr., H. J. Ludington, 
Inc., and J. W. Hardin, Reid-McGee & Company, Jackson, Miss. 
Upper right and left to right are Otto A. Reiners, Advance 
Mortgage Corporation, Chicago; Sidney Kaye, Advance in De- 
troit and Irvin Jacobs, Advance in Chicago. Below, right to left, 


Below, left, Jay F. Zook, Jay F. Zook, Inc., Cleveland; Everett 
Mattson, T. J. Bettes Company, Houston, and Elbert Schenkel, 
Bowery Savings Bank, New York. Below, right, J. P. Ellis, Jr., 


Eric Sjostrom and Prescott Finley, both of Connecticut General 
Life Insurance Co., Hartford; Jay F. Zook, Jay F. Zook, Inc., 
Cleveland; ard right photo, left to right, Henry Beach, W. B. 
Leedy & Company, Inc., Birmingham; Robert W. Shepard and 
Albert C. Windolf, both of Bankers National Life Insurance 
Company, Montclair, N. J. Shortage of loanable funds had 
turned into a shortage of good loans at the New York Conference. 


Life & Casualty Insurance Co., Nashville; W. G. Cooksey and 
T. H. Blaylock, both of Blaylock Investment Corporation, Shreve- 
port, La. 
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obtainable mortgages became ex- 
hausted, allocations of funds for ad- 
vance commitments again became a 
normal procedure in the mortgage 
market. As of the moment, even on 
an advance commitment basis, there 
appears to be more funds than mort- 


” 
gages 


But problems of considerable im- 
portance still lie ahead in the field of 
mortgage origination and investment, 
Nelson declared. 

“First, we have the problem of the 
lateness of the season at which these 
This 


means that the mortgage lender will 


developments come to fruition. 


be called upon to stimulate builders, 


needle government agencies, encour- 


age borrowers and do whateve1 else 
that may be helpful in making up fo 
In this connection, advan- 
FHA’s will- 


ingness to use fee appraisers for loans 


lost time 


tage should be taken of 


on existing properties and of its re- 
cent extension of its Certified Agency 
Plan. Mortgage bankers simply must 
make this plan successful and, if pos- 
sible, universal in application if they 
are to they 


meet the competition 


face. 


“In fact, I 
our second problem. 


place competition as 
the 
are 


Because of 


very lateness at which things 
getting started, builders will tend to 
go where they can get the quickest 
service. We all know where this may 
be. And this vigorous source of com- 
petition will be strengthened by the 
low cost, money that the 
Home Bank System is now 


about to make available to its mem- 


five-yeal 
Loan 
bers. I may add that the competition 


would get another advantage if the 


pending savings and loan insurance 
legislation should be enacted. 


“Third, we have the problem of 
coping with the government’s exten- 
sive intrusion into the home mortgage 
area. FNMA is now putting out $300 
million to purchase FHA and VA 
mortgages at par, with no stock pur- 
chase requirement; and it has another 
$700 million to throw into this opera- 
tion. In addition, it has just put in 
another $325 


for FHA 


housing for elderly persons, and mili- 


million for mortgages 


urban renewal projects, 


tary housing. These mortgages also 


are to be bought at par and with no 
stock purchase requirement. 
“I cannot help but feel that this is 
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a disruptive rather than a benign in- 
fluence in the market. There is 
bound to be great demand for the 
limited amounts and pres- 
for more when it is exhausted. 
The amounts are not large enough to 


involved 


sure 


force the whole market into line with 
what are still submarket prices; yet 
may be sufficient to drive out 
sources until the FNMA fund 
At any rate we have a 


they 
other 
is exhausted. 
problem here such as we haven't had 
to deal with since FNMA’s billion 
dollar spree of 1949 and 1950. Per- 
haps we should dig into the files to 
did then. I’m afraid it 
won't appeal to our better natures! 


see what we 


“Parallel to the massive infusion of 





government money through FNMA 
we also have a continuance for two 
years of the authority in the Veterans 
Administration to make mortgage 
loans directly to veterans in so-called 
remote These loans must, of 
course, be made at par and under 
the new law they will not be offered 
to private investors until after they 
have been closed by VA. In these 
circumstances they are likely to find 
takers. This is a blow to the 
efforts private lenders have been mak- 
ing through the Voluntary Home 
Mortgage Program to improve the 
distribution of mortgage funds to 
small communities. It may well be a 
mortal blow. 


areas. 


few 


New Fields—‘to be Worked to the Fullest”’ 


“Fourth, we should not let the ex- 
citement, complexities, and confusions 
of the home mortgage market blind 
us to opportunities elsewhere. There 
is again a brisk demand for conven- 
life com- 
savings banks, other 
investors. Many commercial building 
loans that deferred last year 
are now being placed with little dif- 


tional loans by insurance 


panies, and 


were 


ficulty and there is room for more. 
Mortgages and _ sale-leasebacks, in- 
volving a single tenant with a na- 


tional credit standing, are especially 
attractive. We work these 
fields to the fullest, not only for the 
good business they offer but also for 


should 


the opportunity they give for dimin- 


ishing dependence on government 


sponsored activities. 


“Fifth, we still have work to do in 
the area of government policy if we 
are to put keel. The 
problem created by administered in- 


it on an even 
terest rates is still not solved, as the 
new situation confronting us in 
FNMA clearly indicates. The 
dent in signing the Sparkman Act ex- 
pressed his unhappiness at having to 


Presi- 


buy loans at par and his hope that 
this provision would later be changed. 
It will, I take a lot of 
hard work to get it changed. Even 
the problem of discount control is not 
yet satisfactorily settled since the fic- 
tion persists that discounts are not 


assure you, 


passed on to the borrower in the dis- 
guise of building cost. Until a really 
achieved for insured 


free market is 


and guaranteed mortgages, it will 
continue to be subject to the repeated 
sharp withdrawals and infusions of 
funds that have plagued us through- 
out the postwar period. 


“It is clear enough that we have a 
job ahead—a job to help bring about 
business recovery by stimulating 
building, a job to aid in increasing 
the efficiency of administering the 
government programs, a job to im- 
prove the basic soundness of these 
programs and their adaptability to 
changing conditions. Taken together, 
this is the job of defending, advanc- 
ing, and justifying the private mort- 
gage credit system. None can do it 
as well as we, because we embody 
the principle of a national market for 
mortgage funds, dedicated to the 
purpose of matching need to fulfill- 
ment, wherever that need exists.” 


Dr. Roger F. Murray had the as- 
signment of wrapping up the reces- 
sion in a neat package and offering a 
concise conclusion as to its extent 
and depth. His conclusion: a plain, 
garden-variety slump—but his views 
can be read in full text in this issue, 
and they should be read. 


Dr. James F. O'Leary had the as- 
signment of analyzing the capital 
markets, how much money, where it 
is going, into what investments and 
on what terms, etc. His analysis was 
concise—and can be read in almost 
complete text in this issue and should 
be read. 














Ernest K. Lindley, senior editor of 
Vewsweek, had the assignment of 
nalyzing foreign developments as 
hey influence our future. Significant 
conclusion: foreign aid must go on. 
As a taxpayer, he said, and based 
ipon his travels all over the world, 
no money which the American people 
spend is spent better and more wisely 
than that which we put into foreign 
aid. Near-term, he speculated as to 
the future actions and moves of the 
Soviets but concluded that, bringing 
everything into focus, it is a very 
difficult thing to forecast what they 
will be up to next. 


Charles L. Jacobson, Jr., Commis- 
sioner of the Wisconsin Investment 
Commission, made an address at the 
Conference on “The Role of State 
Pension Funds in the Real Estate and 
Mortgage Market.” He had with him 
a chart, the like of which no mort- 
gage man had seen before. What he 
had to say does not lend itself to 
brief generalization; members who 
have an interest in selling mortgages 
to pension funds and aren’t too well 
informed as to what the state funds 
have done or how they operate, will 
do well to write the MBA Chicago 
office for a copy of his text and the 
chart. Together they contain infor- 
mation that is new and will assist in 
a better understanding of an area of 
operation which is sure to be one of 
the big developments in mortgage 
lending in the future. 


Charles B. Bear, associate publisher 
of Fortune, was looking ahead too 
when he projected the future of hous- 
ing for MBA members in New York. 

“In the next ten years—by 1967— 
the annual rate of new construction 
will be 48 per cent greater than to- 
day’s volume,” he said. 

He illustrated building’s burgeon- 
ing prosperity another way: “New 
construction expenditures, during the 
coming decade, will equal the cur- 
rent depreciated value of all pri- 
vately-owned buildings standing in 
the U. S. today.” He attributed this 
growth in building, in part, to an 
increasing volume of urban renewal 
construction. 


But he had a warning, too: “The 
greatest problem to be faced by 
America during the next twenty years 
is how effectively urban renewal pro- 
grams are carried out—and it is a 


problem that is right smack in your 
laps. This is not only a challenge, it 
is an opportunity to do good. And a 
chance to make a profit—a very pa- 
latable combination. 

“The city is muffing its opportu- 
nity. It’s time that people and com- 
panies started making heroes of them- 
selves. It is when times are tough 
that reputations are made. Nobody 
gets a medal for chasing a retreating 
enemy faster than somebody else. 
This year’s medals will be struck for 
those who buck the trend, for those 
who have faith in the future—and 
act accordingly.” 

Bear said that, short of a major de- 
pression, the number of new house- 
holds should continue to grow at the 
rate of one million a year. This means 
that the prospects for a $20 billion 
annual home building industry are 
still bright. But, he qualified, this 
depends on the halting of the cost- 
price spiral, a major improvement in 
building technology and design, and 
on the ingenuity and wisdom that the 
government, builders, building mate- 
rial suppliers, architects and engi- 
neers display. 


Bear then turned his attention “to 
the rest of the construction industry 
that even larger segment of the in- 
dustry consisting of non-residential 
building and the rest of the heavy 
construction industry.” He said, quot- 


the Architectural Korum’s Ten-Year 
Building Forecast, “about $85 billion 
will be spent on industrial and com- 
mercial construction, $16 billion on 
religious and private institutional 
buildings, and $75 billion on utilities. 
Outlays for schools and educational 
facilities will amount to about $45 
billion, while highway spending will 
total at least $75 billion, and outlays 
for sewer and water systems nearly 
$20 billion. 

“The current business downturn 
has served to blind some of us about 
the brighter prospects for the future. 
Seldom has an industry faced as 
prosperous a future as that which 
now presents itself to the construc- 
tion industry. Over the next decade, 
the prospects of tremendous new 
gains in construction spending have 
become increasingly good.” 

Bear concluded by saying: “We 
have ample statistical evidence not 
to allow ourselves to be caught up in 
a hand-wringing orgy of despair. We 
still have faith in America. We have 
faith in the American businessmen 
whose very faith will, in turn, make 
these happy predictions come true. 


William Zeckendorf addressed the 
Conference and it is hardly necessary 
to offer the comment that anything 
this most prominent figure in real 
estate has to say commands close 


(Continued on page 38) 
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MIBA VISITS WIC EDTA 


busy times are ahead for 


HAT are 
mortgage lenders if the prospects 


now evident turn into realities was the 


consensus at MBA’s Western Mort- 
gage Clinic in Wichita, the first re- 
mional meeting the Association has 


held in that Kansas city 


Che Federal Reserve’s contribution 
toward curbing the business recession 
has been “aggressive, vigorous, ap- 
propriate and effective”, Clarence W. 
Tow of the Federal Reserve Bank in 


Kansas City, told the Clini 


‘What we'll do from here on out, 


depends on what happens in the 


economy.” 

While the easing of credit has ob- 
viously increased the supply of funds 
well as 


in the field as 


mortgage re- 
ducing rates for borrowing, Tow 
warned that the scale of response to 


this development will depend upon 


the willingness of individuals to buy 


housing 


“However,” he added, “home buy- 


ing and building have been restricted 


to some degree by stringent credit 
conditions in recent years, and the 
easing of these conditions may prove 


stimulating.” 


Dr. Theodore J. Kreps, professor 
of business economics, Stanford Uni- 
versity, told the group that the busi- 
ness which is being 


pattern now 


followed downward might con- 


tinue for another yea 


“The average length of such peri- 


ods of readjustment range about 20 


months,” he said. “On this basis an 
upturn by next February would seem 


highly likely.” 
In presenting his forecast of where 


America’s economy may be heading, 
Dr. Kreps cited the variance between 
the executive department’s estimate of 
$445 
product, as implied in President Ejisen- 
and the 
$429 billion as 


presented by experts representing all 


billion as the national 


Yross 


hower’s economic report, 


estunated average of 
segments of informed opinion in testi- 
mony before the joint economic com- 
mittee 

J. Stanley Baughman, president of 
FNMA, that 


ceiving an increasingly large number 


said his agency is re- 
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of inquiries regarding the purchase of 
loans from its secondary market port- 
folio and that the beginnings of a 
sizeable market are in view. 

turning 
mortgage 


“Investors are once more 


general secondary 
market to supply their needs,” Baugh- 
man declared, “as mortgages become 
the investment 


field, as savings increase and as yields 


to the 


more attractive in 
on many types of other investments 
adjust downward.” 

He stressed that although purchas- 
ing activities of the FNMA secondary 
market operations are expected to 
the 
mortgage market during 1958 than in 
1957, it remember 
that the the 
home financing investors as a supple- 


play a less prominent role in 


is important to 


facility is available to 


mentary source of liquidation for 
home mortgage investments. 
“FNMA common stock and sur- 


plus, together with treasury subscribed 
preferred stock, has provided the As- 
sociation with a total purchasing po- 
than $2.75 billion. 
the Association has 
addi- 


com- 


tential of 
Of this potential, 
about $1 
tional 


more 


billion available fo 


purchases and standby 


mitments.” 


MBA Vice President Walter C. 


Nelson told the Wichita group that 
the pivotal problem for mortgage 
lending remains acute—the question 
of rigidly controlled interest rates for 
FHA and VA loans. He called for 
action to eliminate these restrictions. 

“In most sections of the country we 
have seen a change of approximately 
2 per cent in the price on FHA loans, 
and as much as four points on VA 
loans. The removal of discount con- 
trols in recent legislation and the in- 
crease in the VA rate to 434 per cent 
will have a healthy effect on the mort- 
gage market. Conventional loans that 
were generally at 6 per cent the first 
part of the year are now at 5/2, 
altho 534 in some areas still seems 
to be the rate,” he said. 

“Probably the best guide for us to 
follow,” he said, “is to watch govern- 
ment policy with respect to the hous- 
FNMA represents a 
powerful tool. It has bolstered the 
mortgage market and it is 
apparent that it can again. As ex- 
perience develops in the purchase and 
sale of mortgages by FNMA, we can 
expect undoubtedly an increased use 
of this facility by the government to 
assist it in its economic policy with 


ing market. 


before, 


respect to housing.” 
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ADVANCE 


Metropolitan Areas 
of the Middle West 


With well-equipped and well-staffed offices in five important 
cities, located in four contiguous states of the Midwest, Advance 
Mortgage Corporation is strategically situated in the heart of 
industrial America. Advance Mortgage is prepared to serve | 
those investors who may desire either new or additional repre- 
sentation in any of the areas listed below. 








MORTGAGE 


CORPORATION 


1449 Third National Bidg. 
DAYTON 2, OHIO 


829 McKay Tower 
GRAND RAPIDS 2, MICH. 





105 West Adams St. 
CHICAGO 3, ILL. 


Brumder Bidg., 135 W. Wells 
MILWAUKEE 3, WISC. 


MAIN OFFICE 
234 State Street 
DETROIT 26, MICH. 
WOodward 5-6770 








>> CLINIC SPEAKERS, at the opening session, included 
(above) Clarence W. Tow, vice president, Federal Reserve Bank 
of Kansas City; MBA Vice President Walter C. Nelson, Eberhardt 
Company, Minneapolis; clinic chairman, H. Marvin Bastian, The 
Fidelity Investment Company, Wichita; Carey Winston, chairman, 
MBA clinic committee, Washington, D. C. In photo at upper 
right, that’s Wichita MBA president Virgil C. Feemster, H. C. 
Brady Co.; Russ Zinn, The Wheeler, Kelly & Hagny Investment 


Investment Company, Denver. Photo at right shows (standing) 
Harold H. Pence, Monarch Investment Company, Wichita, who 
presided at Tuesday’s session; with program panelists William 
A. Clarke, (also standing) W. A. Clarke Mortgage Co., Philadel- 
phia; and (seated) Philip N. Brownstein, VA loan guaranty 


director; FNMA president J. Stanley Baughman; and Edwin 
G. Callahan, FHA deputy director, legal division; all of Wash- 
ington, D. C. Photo at left, (lower tier) shows the special men’s 


Co., Wichita; Homer C. Bastian, The Fidelity Investment Com- 
pany; Thomas J. Maconkey, Metropolitan Life Insurance Com- 
pany, New York; Ralph L. Seger, also with Fidelity in Topeka. In 
middle tier, left photo, a quintet consisting of Wm. B. Thompson, 
City Bond & Mortgage Co., Kansas City, Mo.; E. A. Johnson, The 
Minnesota Mutual Life Insurance Co., St. Paul; John Blundell, 
Western American Mortgage Co., Phoenix; Comus B. Kelly, 
Stanley H. Trezevant & Co., Memphis; Allen C. Bradley, Mortgage 


luncheon featuring a program by the “Singing Quakers” sym- 
phonic choir. Final view: one of the afternoon workshop sessions 
in operation. This particular group was absorbed in a debate on 
“How to Present Investment Property Loans to an Investor,” 
co-moderated by O. P. Scheller, Connecticut General Life 
Insurance Company, Hartford; and Byron Christopher Shutz, 
Herbert V. Jones & Co., Kansas City. 
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Florida MBA Sponsors U. of F. Conference 


>> MBA VICE PRESIDENT Walter 


C. Nelson, center (above) spoke be- 
fore the Mortgage Bankers Contfer- 
ence, March 19-21, sponsored by the 
Florida MBA at the University of 


Florida in Gainesville. General theme 
for the meeting, whose speakers con- 
sisted of both mortgage men and fac- 
the 
“Producing and Servicing Mortgages.” 
Mr. Nelson spoke on 
Your 


served as a workshop session leader on 


ulty members of University, was 


Streamlining 


Underwriting Procedures” and 





underwriting problems. 

This joint effort on the part of the 
University of Florida and the Florida 
MBA was planned by Dr. Frank T. 
Adams, Jr., of the School, and L. K. 
Horn and J. Walter Tucker, Jr., chair- 
the state 
Also 
pictured in above photo, with Nelson, 
is Florida MBA President Howard J. 
Murphy, left, and Brown L. Whatley, 


of the group’s board of governors. 


man and co-chairman of 


group’s education committee. 








>> AMONG THOSE in attendance 
at a recent monthly meeting of the 
Washington, D. C.. MBA were: Rob- 
ert McIntosh, executive vice 
McIntosh and McIntosh, 
Arlington, Va.,. and 
chairman of the Washington, D. C.., 
MBA: William S. 
dent of the local group, and first vice 
president, Arlington Realty Co., Inc.; 
William J. Levitt, president, Levitt & 
Sons; Fred J. Hasselbring of the Dis- 
trict VA office; and Thomas C. Bar- 


presi- 
Inc., 
entertainment 


dent, 


Bergmann, presi- 
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ringer, director, District FHA insuring 


office. Mr. 


guest speake 


Levitt was the group's 


ALL THE MORTGAGE MONEY 
Continued from page 35) 
It is the Zeckendorf view 
that the urban areas of the United 
States the threshold of their 
greatest boom with the prospect that 
the suburban areas will begin to reap 
the wrath of their success just as the 


attention. 


are on 


cities have done in recent years. 


J. Don Wissler New 
lowa MBA President 


J. Don Wissler, vice president, Home 
Federal Savings and Loan Association, 
Des Moines, was elected president of 
the Iowa MBA at the group’s annual 
meeting in Des Moines. L. T. Gal- 
logly, vice president, General Mort- 
gage Corporation of Iowa, Mason 
City, was elected vice president and 
Harold H. Strifert, vice president, 
First National Bank in Sioux City, was 
elected secretary-treasurer. 


“There is a definite 
in decentralization,” Zeckendorf de- 


slowing up 


“The resurgence in cities is 
The suburbs will soon begin 
to reap the wrath of success—in the 
tremendous number of and 
police problems and sundry matters. 
Low-grade urban land areas are in 
for a revival such as we have not pre- 


clared. 
coming. 


school 


viously seen.” 

The country has seen, said Zecken- 
dorf, the high in high-grade urban 
land values. The peak in these values is 
behind us, “down forever,” he added. 

“We have seen the high point of 
these high-grade urban land values. 
There was a day when, in the best 
areas of Manhattan, one could and 
would pay $210 to $225 per square 
land. No one today—with 
costs, taxes, etc.—could afford to pay 
more than $100 per square foot.” 

Zeckendorf drew a parallel in pres- 
ent values for highest-grade urban 
land as between 1931 and 1958 and 
said that, generally speaking, they 
were just about the same as far as 


foot for 


gross rents go. This, he explained, 
was one reason for his conclusion 
that the high has been passed in 


high-grade urban land values. 

Zeckendorf proposed an anti-reces- 
sion remedy in his talk. Hold a con- 
ference, he suggested, with the heads 
of the three principal automobile 
manufacturers, Walter Reuther of the 
AF of L-CIO and Secretary of the 
Treasury Robert Anderson. Have the 
excise tax removed for one year, hold 
the line on labor and reduce the man- 
ufacturers’ cost by 5 per cent. 

“This act,” said Zeckendorf, “would 
have a tremendously stimulating ef- 
fect on the economy, would start a 
drive in sales that would be felt in 
steel and most other lines of business 
and would not cost the United States 
Government one cent.” 








Chicago MBA Holds 
Mortgage Seminar 


A Mortgage Seminar will be spon- 
ored by the Chicago MBA May 28 
at the University of Chicago, in co- 
operation with that institution’s school 
of business. It is an innovation for 
this Association and represents an 
adaptation, for the Chicago area, of 
the same type of effort embodied in 
MBA’s NYU and SMU Senior Execu- 
tives Conferences. 

Eight nationally recognized authori- 
ties in both private business and aca- 
demic ranks will participate. Special 
emphasis will be placed upon subjects 
of current significance to the mort- 
gage bankers in the Chicago area. 

Analyzing the potential effect on 
living habits, shopping trends and in- 
vestment values of Chicago’s changing 
methods of transportation will be 
John M. Trissal, vice president and 
chief engineer, Illinois Central Rail- 
road; J. Douglas Carroll, Jr., director, 
Chicago Area Transportation Study; 
and Richard L. Nelson, president, 
Real Estate Research Corporation. 

R. Manning Brown, Jr., vice presi- 


dent, New York Life Insurance Com-- 


pany, New York, will undertake “A 
Survey of the Sources of Mortgage 
Money and an Estimate of Supply of 
Funds for the Coming Years.” Mar- 
garet G. Reid, professor of economics, 
University of Chicago, will present 
“A Forecast of Residential Building 
and the Demand for Homes.” 

“The Impact of Urban Renewal 
on Chicago Real Estate” will be re- 
viewed by Philip M. Klutznick, board 
chairman, American Community 
Builders. John F. Austin, Jr., presi- 
dent, T. J. Bettes Company, Houston, 
will analyze the “Policy Decisions Fac- 


ing the Mortgage Bankers, 1958- 
1959." The program will conclude 
with “An Examination of the Busi- 


ness and Financial Outlook,” by Ezra 
Solomon, professor of finance, Uni- 
versity of Chicago. 


>> PRE-FAB GAIN: One out of 
every nine homes started in 1957 was 
Home manu- 
facturers expanded their share of the 
new housing market in 1957, account- 
ing for 11 per cent of the 872,700 
new, single-family homes started in 
non-farm areas. Shipments of the 
manufactured homes industry in 1957 


a factory-built home. 


Maurice M. Meehan Greater Miami MBA Head 


The Greater Miami MBA elected 
a new slate of officers. Shown, at 
their first meeting, William A. Martin, 
executive vice president, Federal Title 
and Insurance Corp., secretary-treas- 
F. Robert Quinlivan, assistant 
president, Stockton, Whatley, 


urer; 
vice 


4 
« 


_ 
m | James Dyas 


>> SERVICING PROBLEMS, as re- 
lated to mortgage banking, provided 
the subject for a panel discussion pre- 
totaled 93,546 houses, down 
about one per cent from 1956, com- 
pared to a 10 per cent decline in 
1957 in new private housing starts. 

A Home Manufacturers Associa- 
tion survey covered production of 250 


new 


companies actively engaged in the 
factory production of homes. 


lt William Morris 





Davin & Co., vice president; and 
Maurice M. Meehan, executive vice 
president, J. I. Kislak Mortgage Cor- 


poration of Florida, president. On 
the board of directors are Bowen Nel- 
son, Stanley P. Fosgate, Stanley C. 
Gray and Fred R. Dickey. 





Leni” 
-~ 


sented at a recent meeting of the 
Southern California MBA. William 
Morris, T. J. Bettes Company, served 
as panel moderator. Above, with 
SCMBA president John J. Lyman, 
Dwyer-Curlett & Co. (standing), are 
panelists Harold Arman, Realty Tax 
& Service Co.; James Hughes, Oc- 


ere 


lim Mc . 





cidental Life Insurance Co.; Mr. 
Morris; Jim McFaul, McMillan 
Mortgage Co.; and Fred Stimfig, 


Dwyer-Curlett & Co. 
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It’s time for school again in 

the mortgage industry and soon 
the doors will open for the 

1958 sessions of the School of 
Mortgage Banking at North- 
western and Stanford universities. 


Some added courses, improve- 


ments in others and 


faculties combine to make 
this vear’s offerings the 


best yet presented. 


NE of the best investments a 
O mortgage banking firm can make 
today is an investment in its person- 
nel; for as the complexities of mort- 
gage financing operations continue to 
increase, and as the role played by 
the 
nomic 


industry in relation to the eco- 


health of 


to gain in significance, it becomes ever 


America continues 


more important that all progressively 


alert organizations be staffed by 
highly-trained, widely-informed _per- 
sonnel 

Because the mortgage business is 


one of such great fluidity, so vitally 
affected by and 
governmental regulations and because 


monetary changes 
it is so dependent upon the variable 
aspects of other phases of our econ- 
i that 
informed 


omy, it is of special import 


mortgage men be as well 


as possible regarding the position of 
industry in relation to the 


their own 
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unexcelled 


Che School of , 


... at Northwestern 


entire economic picture. They must 
keep abreast of all technical changes, 
trends and develop- 
ments of relevance to the over-all field 
of real estate financing. 


pertinent new 


More than ever before in the past, 
today’s mortgage personnel must not 
only be familiar with all aspects of 
their industry but also must be prop- 
erly equipped and capable of growing 
with the operations of their firms. For, 
in the years ahead, the 
industry—destined as it is to 
greater growth and more rapid ex- 
pansion—will have need of such top- 
caliber people, from whom the man- 
agement personnel of tomorrow may 


mortgage 
even 


be drawn. 

Many 
avenues for business, extensive legis- 
lation and new systems and proce- 
make it a Herculean task to 
develop management by a _ strictly 


new sources of funds, new 


dures 





Additional 


“in-service” approach. 
training of a specialized and compre- 
hensive nature must be provided; and, 
in fact, it is being provided by the 
industry itself, in its own School of 
Mortgage Banking—the only post- 
graduate and adult educational course 
for those working in the mortgage 
field. A complete and comprehensive 
educational effort for this industry, 
its curriculum facet 
of the various operations which go 
into mortgage lending and mortgage 
investing. 


embraces every 


As one of the most active of this 
Association’s many programs, the 
School of Mortgage Banking provides 
a truly professional approach in the 
training and development of those 
upon whom the industry must depend 
in the years ahead. And precisely 
what these “years ahead” are expected 
to bring in the way of stepped-up 


F Mortgage Banking 


... at Stanford 





home financing activities can perhaps 
be best summed up by W. M. Kip- 
called the 
every major boom or recession since 
the early *20s. 


“Twice as many new houses a year,” 
he predicts. “That’s the prospect in not 
sO many years ... say 10 years, or at 
the most 15 years. Meanwhile, after last 
year’s level-off, a slow and steady rise 
in the number each year . . . up to new 
and unprecedented highs .. . 12 mil- 
lion more new homes each year in the 
1960s 2 million a year in the 1970s 

. 2% million a year in the 1980s. 

“Think of the new business this will 
stimulate .. . to build, sell, finance, 
equip and maintain the new houses. It 
means a bonanza for builders, workers 
in building trades, real estate agents, 
mortgage and loan companies, producers 
of building materials, makers of home 
appliances and so on. 

“Why so many houses? Because of the 
millions of young people who will grow 
up, reach age 20 to 30, and get married. 
Income will be up . . . the young can 
afford new houses. Older married cou- 
ples will also want newer houses 


linger who has turn on 


bigger and newer houses as families and 
incomes grow. So there will be a lot of 


upgrading, as in the past people 
moving from 2 to 3-bedroom homes, 


3 to 4 bedrooms, etc. 

“Easy financing, government and pri- 
vate, will continue. The principle of 
some kind of underwriting by the gov- 
ernment will not be abandoned. And 
over the long term, down payments and 
time to pay are likely to be eased rather 
than tightened. Also, add migration 
as people move away from one part of 
the country to another to take a 
new job . or to retire. The housing 
boom is assured, starting in 1962 or 
1963, and moving up steadily for many 
years to come.” 


In preparing today’s mortgage per- 
sonnel—now—for these greater re- 
sponsibilities which lie ahead, the 
School of Mortgage Banking, in addi- 
tion to its program of formal study, 
provides, also, the obvious advantage 
for students to become acquainted 
with their professional colleagues from 
all sections of the country and repre- 


By L. O. KERWOOD 


UBA Director 
of Education 
and Research 


sentative of all segments of the mort- 
gage industry. 


To date, some 713 different students 


695 men and 18 women) have at- 
tended one or more of the courses 
presented by the School, at either 


Northwestern or Stanford University, 
during the 1954-1957. Geo- 
graphically, these students are repre- 
sentative of 196 cities in 44 different 
states, plus the District of Columbia, 
Canada, Hawaii and Puerto Rico. 
Of the different companies 
represented, 263 were mortgage firms. 
Included, too, 
banks, 40 insurance companies and 12 


years 


397 


were 67 commercial 


savings banks, in addition to other 
miscellaneous firms. 

Age-wise, too, these students en- 
compass a wide range, with 27 per 


cent of the total falling in the 30-34 


30-3 
age group; 25 per cent in the 25-29 
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age group; and 21 per cent in the 
35-39 group. The 45 and over age 


group comprised 14 per cent of the 
School’s registrations. 

lo date, with only two classes 
completing the full 3-year curricu- 
lum, graduates of the School number 
164. 
tion, at both Northwestern University 
Stanford 


record high of 435 students. 


Last year’s combined registra- 


and University, reached a 
the School 


a wide range in the 


Students enrolled in 
encompass, too, 
levels of responsibility they hold in 
their respective companies. There is, 
indeed, a wide diversity of placement, 
representative of virtually every re- 
sponsibility in the industry. The range 
extends upwards from those totally 
new in the industry to top-level ex- 
ecutive positions. In fact, a review 
of the registrants reveals that nine 
presidents and 75 vice presidents have 
been enrolled, at one time or another, 
program. Of 


significance, however, is the 


in this study even 
greater 
over-all broad representation of posi- 
activities and 


tions, responsibilities 


which make up the composite. 

In looking at the figures for just 
1957—it is that the 
student enrollment is representative, 


one yeal seen 


too, of a broad range in terms of 
actual years experience in the mort- 
Students up to 
10 years experience the 
indicated, 


gage business. with 
constitute 
and, as 


major portion; 


there are obviously even those who, 
though beyond this period of matur- 
ing, have found the offerings of the 


School And 


reference to all types of business ex- 


to be of value. with 


perience many enrollees apparently 
have had a good deal of prior general 
business background before entering 
the mortgage industry. 


A survey of the educational back- 
grounds of these students shows col- 
lege training in a wide variety of 
fields, including a considerable num- 
ber of advanced degrees. However, 
because the School’s faculty is so very 
well qualified to discuss their assigned 
topics in a manner best suited to 
benefit a wide span of experience and 
training background, those students 
advanced formal training 
find 


these 


with less 
than 


at a disadvantage in 


others do not themselves 


sessions. 

In truth, the curriculum of the 
MBA School of Mortgage Banking is 
aimed at and designed especially to 
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be of benefit to all persons in the 
industry. Certainly, learning is recip- 
rocal when those more experienced 
can contribute to the professional 
growth of the younger men—and the 
younger men, in turn, can keep the 
experienced professional abreast of 
what the industry’s younger minds are 
thinking. 


At Northwestern 


Looking ahead to the 1958 sessions, 
a number of changes have been made 
in the School curriculum to refine 
its offerings and to make of it an 
even better employee investment for 
the employer. The areas of mortgage 
servicing and appraising have been 
expanded to include more intensive 
Likewise, considerably 
more time is allotted to actual class- 
Minor 
changes in lecture sequence and other 
functional details have been made to 
improve even further the continuity 
of the curriculum. 


instruction. 


room lecture and discussion. 


To add to the meaningfulness of the 
home-study program, an integral part 
of the three-year course, additional 
discussion sessions have been included 
to enable the students to review and 
analyze with the instructor any and 
all phases of the home-study require- 
ments. Thus, every advantage is 
taken to disseminate to the student 
as much information as possible in the 
relatively short one-week training 
period each summer. 

A change has been made in the 
scheduling of the graduation 
mony for those successfully complet- 
ing Course III this July. Rather than 
wait for the MBA Conven- 
tion, as has been our practice in the 
past, the ceremony for the graduating 
class of 1958 will be held on the 
final Saturday morning, July 5. Here- 
tofore, this time been used for 
the final examination; however, 
Course III finals, henceforth, will be 
taken in two different sittings, during 
This 


arrangement will allow adequate time 


cere- 


annual 


has 


the course of the week’s session. 


to grade and to pass upon a candi- 
date’s eligibility for graduation prior 
to the awarding of the Certificate. 

This year, Courses I and II will be 
held at Northwestern University, 
June 22-28; and Course III will be 
given June 29-July 5. At Stanford 
University, Course I will be held July 
27-August 2; with Course II following 
on August 3-9. 





Course I at Northwestern Univer- 
sity will open on Sunday, June 22, 
with a Get-Acquainted Meeting and 
Dinner. Philip C. Jackson, Jr., chair- 
man, MBA educational committee, 
and vice president, Jackson Securi- 
ties & Investment Company, Birming- 
ham, Alabama, will preside. MBA 
President John C. Hall, president, 
Cobbs, Allen & Hall Mortgage Com- 
pany, Inc., Birmingham, will speak 
on “The Current Status and the 
Long-Range Outlook of Mortgage Fi- 
nancing in the Nation’s Economy.” 


Dealing with the financing of 
dwellings and introduction to mort- 
gage servicing, Monday’s session will 
open with a lecture by Dr. Homer V. 
Cherrington, professor of finance, 
Ohio University, Athens, Ohio ( Pro- 
Emeritus, Northwestern Uni- 
versity), on the subject of “Economics 
of Mortgage Banking.” Robert H. 
Pease, vice president, Draper and 
Kramer, Inc., Chicago, will discuss 
“The Production of Mortgage Loans 

New Dwellings and Projects;” and 
Cary Whitehead, president, Allied In- 
vestment Company, Memphis, will 
discuss “The Production of Mortgage 
Existing Dwellings.” 


fessor 


Loans 


On Tuesday, June 24, Vincent 
Keane, assistant general counsel, Mu- 
tual Life Insurance Company of New 
York, will bring to the attention of 
the group the “Legal Aspects of 
Mortgage Loans on Dwellings.” To 
discuss the “Insurance Practices of a 
Mortgage Banker” will be three well- 
qualified authorities: George H. Do- 
venmuehle, president, Dovenmuehle, 
Inc., Chicago; M. J. Mittenthal, presi- 
dent, N. E. Mittenthal & Son, Inc., 
Dallas; and, Joseph C. Henry, vice 
president, Bankers Insurance Service 
Corporation, Chicago. Carl L. Gard- 
ner, land economist, Carl L. Gard- 
ner and Associates, Chicago, will dis- 
cuss “Land Planning and Utilities, 
Including FHA and VA Subdivision 
Requirements;” and Robert W. Jen- 
sen, architect with A. J. Del Bianco 
of Chicago, will talk about “Study of 
Play Layout, Blueprints and Specifi- 
cations.” These latter lectures will 
come under the major heading of 
“The Production of Mortgage Loans 

New Dwellings and Projects.” 

New to the curriculum will be a 
lecture by A. A. Johnson, vice presi- 
dent, Colonial Mortgage Service 
Company, Upper Darby, Pennsyl- 








-ania, on the subject of “Building a 
Mortgage Servicing Department to 
Meet Today’s Opportunities for In- 
reased Stature in the Industry.” 
“Closing the Loan and Preparation 
for Sale” will be discussed by Lon 
Worth Crow, Jr., president, Lon 
Worth Crow Company, Miami; E. C. 
Edmonds, vice president, The Ohio 
National Life Insurance Company, 
Cincinnati, will handle the topic of 
“Purchasing Mortgage Loans on 
Dwellings.” 


Then, will come one of the high- 
lights of Course I, the session: “Loan 
Committee in Action.” Acting as 
chairman of this hypothetical “Loan 
Committee” will be Mr. Edmonds. 
Committee members will be Lon 
Worth Crow, Jr., Carey Winston, 
Frank W. Reed, and Charles C. Bar- 
rett, manager, mortgage loans, The 
Franklin Life Insurance Company, 
Springfield, Illinois. 

Thursday’s session will open with 
a discussion by Dr. Harold W. Tor- 
gerson, professor of finance, North- 
western University, on the general 
area of “Our Commercial Banking 
System.” Also scheduled are lectures 
by Carey Winston, president, The 
Carey Winston Company, Washing- 
ton, D. C., on “The Duties and 
Responsibilities of the Servicing Agent 
and the Investor;” Frank W. Reed, 
trust officer, The First National Bank 
of Orlando, in Florida, on “The Con- 
trol and Maintenance of Loan Proc- 
essing and the Establishment of Per- 
manent Servicing Records;” James G. 
Wasson, MBA director of accounting 
and servicing, “Effective and Efficient 
Servicing Policies and Practices;” 
William I. DeHuszar, vice president, 
Dovenmuehle, Inc., Chicago, on “Re- 
sponsibilities and Functions of Various 
Servicing Departments;” and, also, a 
series of special informal group dis- 
cussions designed for students inter- 
ested in current developments in 
mortgage production problems or in 
specific servicing problems. 

On Friday, the final day of instruc- 
tion, Dr. Torgerson will discuss the 
“Federal Reserve System;” Richard 
W. Baker, Jr., assistant vice president, 
New York Life Insurance Co., New 
York, will discuss “The Mortgage 
Market;” Walter R. Kuehnle, M.A.L., 
past president, American Institute of 
Real Estate Appraisers; Walter R. 
Kuehnle & Company, Chicago, will 


present an “Introduction to Apprais- 
ing;” and J. J. Braceland, vice presi- 
dent, The Philadelphia Saving Fund 
Society, in Philadelphia, will deliver 
a lecture pertaining to “Government 
Insured or Guaranteed Loans—Their 
Place in the Institutional Investors’ 
Portfolios.” 


In addition to these informal lec- 
tures, adequate provision is made for 
informal group discussions, for indi- 
vidual study periods and for small 
group conferences. The session will 
conclude Saturday morning, June 28, 
with a written examination. 


Course II at N. U 


Course II at Northwestern Univer- 
sity, dealing with the “Financing of 
Income Properties and Problems in 
Mortgage Servicing” runs concur- 
rently with Course I, and will share 
with it the same opening dinner pro- 
gram on Sunday, June 22. 

Actual classroom instruction will 
begin on Monday morning, June 23, 
with a lecture by G. C. Elliott, asso- 
ciate treasurer, The Great-West Life 
Assurance Company, Winnipeg, Can- 
ada, on the “Investment Policies and 
Practices of Institutional Investors on 
Income Properties—As Pertaining to 
Life Insurance Companies.” Harry 
Held, vice president and mortgage 
officer, The Bowery Savings Bank, 
New York, will treat the same subject 
as it pertains to “Mutual Savings 
Banks, Commercial Banks and Other 
Investors.” James W. Gibson, asso- 
ciate director, city mortgage depart- 
ment, John Hancock Mutual Life 
Insurance Company, Boston, will 
speak on “The Production of Mort- 
gage Loans—Apartments.” W. W. 
Dwire, vice president, Citizens Mort- 
gage Corporation, Detroit, will con- 
tribute additional information about 
servicing, when he discusses “Choos- 
ing the Proper Accounting System for 
a Mortgage Lending Operation.” 

On Tuesday, Lawrence P. Naylor, 
vice president, James W. Rouse & 
Company, Inc., Baltimore, will ana- 
lyze “The Production of Mortgage 
Loans—Shopping Centers and Other 
Retail Properties;’ and William W. 
Torrey, superintendent of mortgage 
loans and real estate, Massachusetts 
Mutual Life Insurance Co., Spring- 
field, Massachusetts, will discuss “Fi- 
nancial Statements.” The balance of 
the day will be spent in informal 


group discussions and a student ques- 
tion period pertaining to the home- 
study program. 

On Wednesday, Robert H. Pease 
will talk at length on “Industrial Fi- 
nancing.” The class will then parti- 
cipate in a field trip to the Lake 
Meadows, Scottsdale and Evergreen 
Plaza projects. A dinner will be held 
at the South Shore Country Club. 


Opening Thursday’s session will be 
a panel discussion on “The Investor’s 
View of Mortgage Loans on Apart- 
ments, Retail and Industrial Proper- 
ties.” Lindell Peterson, president, 
Chicago Mortgage Investment Com- 
pany, Chicago, will act as moderator. 
Participants will include Darrel M. 
Holt, vice president, The Towle Com- 
pany, Minneapolis, who will discuss 
“Fixed Rent Leases vs. Percentage 
Leases;’’ Joseph H. Grayson, vice 
president, The South East National 
Bank of Chicago, who will discuss 
“Capacity and Hazards of the Com- 
munity;” James W. Gibson, who will 
discuss “Analysis of Application for 
Mortgage to be Secured by Income 
Property;” and, Harold F. Enright, 
appraiser, Chicago, who will discuss 
“Appraisal Factors Pertaining to In- 
come Properties.” Additional lectures 
for the day include a discussion by 
Robert E. O’Dea, trust officer, Chi- 
cago Title and Trust Company, on 
“Hazard Insurance Requirements;” 
and a talk by Robert Kratovil, title 
officer, also with the Chicago Title 
and Trust Company, on “Assignment 
of Rents and Leases.” Informal group 
discussions, individual and small 
group study will complete the day. 

On Friday, Lemuel J. Holt, secre- 
tary-treasurer, W. A. Clarke Mort- 
gage Co., Philadelphia, will discuss 
“Mortgage Office Management” and 
“Personnel Management.” Frank C. 
Haas, manager-mortgage services, In- 
vestors Diversified Services, Inc., 
Minneapolis, will review “Servicing 
Problems Peculiar to Various Type 
Loans.” Dr. Torgerson will discuss 
“Developments in Short-Term Money 
Markets and Bank Credit;” and 
Richard W. Baker, Jr., will project a 
“Market Analysis.” 

Course II, dealing primarily with 
income and industrial properties, will 
conclude on Saturday morning, June 
28, with the customary written final 
examination. 

Course III at Northwestern, June 
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29-July 5, 
study mortgage 
policies and practices, and various 


is designed primarily to 
lending investment 
special considerations of the mortgage 
Philip C. Jack- 


son, Jr., will again act as chairman 


banking profession. 


at the opening dinner session; and 
MBA Vice President Walter C. Nel- 
son, president, Eberhardt Company, 
Minneapolis, will speak on “The Cur- 
rent Status and the Long-Range Out- 
look of 
Nation’s Economy.” 


Mortgage Financing in the 


Lead off topic on Monday, June 
30, will be “The Significance of Ur- 
ban Renewal for Income Properties,” 
after which Lyle Eikelbarner, invest- 
ment counselor, American Farm Bu- 
reau Federation, Chicago, will discuss 
“Mortgage Loans in Competition with 
Other Forms of Investment.” During 
the afternoon and evening Dr. Homer 
V. Cherrington will 


attention of the group 


bring to the 
‘Selected 
Approaches to Appraisals of the 
Professor Thomas J. Mc- 


Nichols, associate professor of busi- 


Economy ;” 
ness administration and finance, 
Northwestern University, will discuss 
“Modern Industrial Growth and its 
Effect Upon the City;” Samuel E. 
Neel, MBA general counsel, Wash- 
ington, D. C., will speak on “Inside 
Official Washington ;” and D1 
son will conduct a session of student 


lorger- 


questioning relative to the home-study 
program 

King Upton, vice president, The 
First National Bank of Boston, in 
Boston, will open the Tuesday session 
with a lecture entitled “Banking the 
Banker.” The 


will be devoted to a series of student 


Mortgage afternoon 
elective sessions dealing with various 
types of special purpose properties. 
Speakers will include Eugene S. Oven- 
shine, assistant vice president, New 
York Life Insurance Company, New 
York, on “Office Buildings;” Harold 
F. Enright, of Chicago, on “Apart- 
Charles P. Landt, executive 
vice president, The Cameron-Brown 
Raleigh, North Carolina, 
Property and Ware- 
houses:” Erwin A. Salk, secretary- 
treasurer, Salk, Ward & Salk, Inc., 
Chicago, on “Motels, Hotels and Mis- 
cellaneous Structures;” and Thomas 
J. Kenny, director, B. C. Ziegler and 
Company, West Bend, Wisconsin, on 
“Underwriting and Distribution of 


ments ;” 


Company, 
on “Industrial 


Securities on Churches, Schools, and 
Hospitals.” 
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Wednesday morning, Dr. Donald J. 
Bogue, associate professor of Sociology, 
University of Chicago, will discuss 
“Population: Trends, Migrations, 
Family Formations, Etc., as Factors 
Affecting Real Estate Trends.” Robert 
H. Pease will discuss “The Significant 
Role of Statistics in Mortgage Bank- 
ing;” Harold F. Enright will analyze 
“The Appraisal Approach and Capi- 
talization Rates;” and Dr. Arthur R. 
Upgren, professor of economics, Mac- 
alester College, St. Paul, will con- 
clude the day’s activities with a lec- 
ture entitled “Where Is The Economy 
Headed?” 


At Stanford 


To give the student an opportunity 
to discuss “Selected Factors Influenc- 
ing the Supply of Mortgage Funds 
Including Savings, Federal Reserve 
Policies, Commercial Banks, FNMA 
Operations and Other Institutional 
Developments,” Dr. Torgerson will 
lecture in this area on Thursday morn- 
ing; then he and Dr. Cherrington will 
lead two groups in extended discussion 
of this particular aspect of financing. 

That afternoon, Roger W. Hatch, 
vice president and treasurer, Walker 
and Dunlop, Inc., Washington, D. C., 
will discuss “Contacts—Communica- 
tions—Relations With Investors and 
Governmental Agencies,” after which, 
the remainder of the afternoon will 
be spent in student study groups. Each 
student will be assigned to a specific 
small group led by a designated stu- 
dent or alumni leader. Specific ques- 
tions will be provided for discussion. 

As a climax to three years of ex- 
tensive training, Friday will feature a 
“Symposium on Mortgage Banking.” 
Here, there will be brought before the 
student a variety of financing aspects 
of a summary nature. Opportunity 
will be given to ask any and all ques- 
tions of a well-informed panel of ex- 
perts. Moderator of the all-day ses- 
sion will be William H. Osler, vice 
president, W. A. Clarke Mortgage 
Co., Harrisburg, Pennsylvania. 

Lead-off topic will be “Placing in 
Proper Perspective the Status of VA, 
FHA, FNMA, VHMCP, CAP, 
HHFA, Conventional Lending, Po- 
tential Direct Lending and Second 
Mortgage Financing, in Today’s 
Mortgage Financing activities.” W. C. 
Rainford, president, Mercantile Mort- 
gage Company, Granite City, Illinois, 


will then discuss “Capital Require- 


ments for Mortgage Firm Establish- 
ment and Operations.” He will deal, 
too, with “Branch Office Operations.” 
George W. DeFranceaux, president, 
Frederick W. Berens, Inc., Washing- 
ton, D. C., will speak on “Legislative 
Influence in Mortgage Banking,” and 
“Transition from Small to Large Op- 
erations.” Thomas J. Melody, vice 
president, The Lomas & Nettleton 
Company, New Haven, Connecticut, 
will talk on “Servicing Operations— 
Relations with Investors and Bor- 
rowers;” and William E. Shannon, 
president, Shannon & Luchs Co., 
Washington, D. C., will take “The 
Development of Proper Diversifica- 
tion in Lending and Related Activi- 
ties to Secure a Continuing and Prof- 
itable Operation.” Robert H. Pease 
will undertake “Locating and Devel- 
oping New Sources of Mortgage In- 
vestment Money;” George H. Doven- 
muehle, president, Dovenmuehle, Inc., 
Chicago, will speak on “Attributes of 
a Good Mortgage Banking Execu- 
tive;” and Lindell Peterson will deal 
with the “Management 
Succession and the Importance of 
Adequate Planning.” Of particular 
significance to this session, will be the 
opportunity for student questioning of 
an experienced panel composed of 
men who are outstanding in the pro- 


subject of 


fession. 

Chairman of the opening dinner 
meeting of Course I at Stanford Uni- 
versity, Sunday, July 7, will be D. 
Clair Sutherland, vice chairman, 
MBA educational committee, vice 
president, Bank of America, NT & 
SA, San Francisco. MBA President 
John C. Hall will give the opening 
address on this occasion and will wel- 
come the students to the session. 

Discussing the “Economics of Mort- 
gage Banking” on Monday morning 
will be Mr. Sutherland; and discuss- 
ing “Legal Aspects of Mortgage In- 
vestments on Dwellings’’ will be 
Richard H. Howlett, vice president 
and chief title officer, Title Insurance 
and Trust Company, Los Angeles. The 
afternoon session will be devoted to a 
discussion on “The Origination of 
Mortgage Loans—Existing Dwellings” 
by R. C. Larson, executive vice presi- 
dent, C. A. Larson Investment Com- 
pany, Beverly Hills, followed by an 
informal group discussion period, and 
individual study periods. 

On Tuesday, Ronald L. Campbell, 
vice president, David Bohannon Or- 


ee 


ranization, San Mateo, California, will 
liscuss “The Origination of Mortgage 
Loans—New Dwellings and Projects” 
as pertaining to land planning and 
itilities, and to plan layouts, blue- 
prints and specifications). The after- 
noon session will be devoted to a 
lecture by William R. Schroll, vice 
president, California Bank, Los An- 
geles, on “The Origination of Mort- 

New Dwellings and 
as pertaining to builders 
contacts and loan acquisition; respon- 
sibility of developers; analyzing the 
risk; construction loans and loan pay- 
John J. Lyman, loan officer, 
Dwyer-Curlett & Company, Los An- 
geles, the “Insurance 
Practices of Mortgage Bankers:” 
and in an evening lecture session, A. 
F. Potenziani, executive vice presi- 
dent, States Investment 
Corporation, Albuquerque, New Mex- 
ico, will explore the possibilities of 
“Building a Mortgage Servicing De- 
partment to Meet Today’s Oppor- 
tunities for Increased Stature in the 
Industry.” 

On Wednesday, Silas O. Payne, 
vice president, Marble Mortgage 
Company, San Francisco, will discuss 
“Closing the Loan and Preparation 
for Sale;” Rufus Freitag, regional 
manager, Mutual Life Insurance Com- 
pany, Los Angeles, will cover “Pur- 
chasing Mortgage Loans on Dwell- 
ings.” Linden L. D. Stark, vice 
president, Crocker-Anglo National 
Bank, San Francisco, will act as chair- 
man of the “Loan Committee in 
Action” session with G. C. Pettygrove, 
R. C. Rufus Freitag and 
Silas O. Payne as participants. 

Willis R. Bryant, Bryant-Johnson 
Mortgage Co., San Francisco, on 
Thursday, will discuss “Opportunities 
and Responsibilities in Mortgage Serv- 
icing.” He will be followed by James 
G. Wasson, MBA director of account- 
ing and servicing, who will review 
“Effective and Efficient Servicing Poli- 
Roger C. Olson, 


Loans 


gage 


Projects” 


outs 


will review 


Mountain 


Larson, 


cies and Practices.” 


vice president, East Bay Mortgage 
Service, Inc., Oakland, will discuss 
“Placing the Closed Loan on the 


Books;” and Dr. Herbert E. Dougall, 
professor of finance, graduate school 
of business, Stanford University, will 
speak on “Financial Institutions.” 
Following informal group discussions 
on both current developments and 
servicing operations, James I. Mc- 
Faul, controller, McMillan Mortgage 


Co., Los Angeles, will lead an evening 
discussion on “Responsibilities and 
Functions of Various Servicing De- 
partments.” 


Stanford Course II 


On Friday, Dale M. Thompson, 
president, City Bond and Mortgage 
Company, Kansas City, Missouri, will 
“Government Insured or 
Guaranteed Loans—Their Place in the 
Institutional Investors’ Portfolios.” 
Martin J. May, loan guaranty officer, 
VA, San Francisco, will discuss “The 
Veterans Administration Program.” 
James C. Belda, director, FHA, San 
Francisco, will discuss “The Federal 
Housing Administration Program.” 
Angus Holden, appraiser, San Fran- 
cisco, will address the group on “The 
Real Estate Appraiser and His Im- 
portance;” Dr. Herbert E. Dougall 
will offer further information on “Fi- 
nancial Institutions” and Dr. Theo- 
dore J. Kreps, professor of business 
economics, graduate school of busi- 
ness, Stanford University, will 
clude the formal lecture sessions with 
a discussion on “Economics and Busi- 
ness Conditions.” Saturday, August 2, 
is set aside for the final written ex- 


speak on 


con- 


amination. 

Willis R. Bryant will 
Chairman at the opening session of 
Course II, Sunday, August 3; and 
MBA Vice President Walter C. Nel- 
son will speak. G. C. Pettygrove, 
mortgage loan supervisor, Penn Mu- 
tual Life Insurance Company, Oak- 
land, “Investment Poli- 
cies and Practices of Institutional 
Investors on Income Properties—as 
Related to Life Insurance Compan- 
ies,” on Monday, August 4+. He will 
be followed by Ralph Wright, presi- 
dent, Union Bank & Trust Company, 
Salt Lake City, Utah, who will un- 
dertake the same subject as related to 
“Mutual Savings Banks, Commercial 
Banks and Other Investors.” Silas O. 
Payne will analyze “The Production 
of Mortgage Loans—Apartments;” 
and Thomas E. McDonald, vice pres- 
ident, T. J. Bettes Company, Hous- 
ton, will discuss “Choosing the Propet 
Accounting System for a Mortgage 
Lending Operation.” 

Clem C. Glass, vice president, W. 
Ross Campbell Co., Los Angeles, will 
be Tuesday’s opening speaker. He will 
deal with “The Production of Mort- 
Shopping Centers and 


Joseph R. 


serve as 


will discuss 


, 


gage Loans 


Other Retail Properties.” 


Jones, vice president, Security-First 
National Bank of Los Angeles, in Los 
Angeles, will talk on “Financial State- 
ments.” Later that afternoon there 
will be an informal group discussion 
on current developments in the mort- 
gage field. That evening, Dr. Dougall 
and Dr. Kreps will lead a student 
question period built around the 
home-study materials. 

Wednesday morning will be de- 
voted to the topic of ‘‘Industrial 
Financing.” The session will be con- 
ducted by Mr. Pettygrove. The after- 
noon will be devoted to a field trip 
covering a series of income and re- 
development projects, followed by a 
dinner at Rickey’s Inn in Stonestown. 

Scheduled for Thursday is a panel, 
“The Investor’s View of Mortgage 
Loans on Apartments, Retail and In- 
dustrial Properties.” Roger C. Olson, 
vice president, East Bay Mortgage 
Service, Inc., Oakland, will moderate. 
Panelists will include Messrs. Glass 
and Pettygrove, together with Urban 
K. Wilde, manager, mortgage loan 
department, Coldwell, Banker & Com- 
pany, Los Angeles. The afternoon 
session will open with a discussion of 
“Collateral Documents” by Richard 
H. Howlett, vice president and chief 
title officer, Title Insurance and Trust 
Company, Los Angeles. A period of 
informal group discussion will fol- 
low. In the evening, Robert Sutro, 
president, Ralph C. Sutro Co., Los 
Angeles, will speak on ‘‘Servicing 
Problems Peculiar to Various Type 
Loans.” 

A. R. Jarvis, vice president, man- 
ager, mortgage loan department, Bur- 
well & Morford, Seattle, will discuss 
“Mortgage Office Management” on 
Friday morning. He will talk, too, on 
“Personnel Management.” ‘Factors 
in the Long-Term Investment Mar- 
ket,” will be reviewed by Dr. Dougall; 
Thomas L. Lowe, vice president, Paci- 
fic Mutual Life Insurance Company, 
Los Angeles, will deal with “Market 
Analysis;” and Dr. Kreps will speak 
on “Developments in Short-Term 
Money Markets and Bank Credit.” 
Final examination for Course II will 
be held Saturday morning, August 9. 

It is important to note that Course 
III is offered only at Northwestern 
University, thus affording additional 
opportunity for employees from vari- 
ous parts of the country to become 


acquainted with colleagues—both in- 
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vestor and correspondent representa- 
tives—-from other parts of the coun- 
try; to learn of their problems and 
how they solve them; and, mutually, 
to promote the profession of mortgage 
banking on a wide scope. 

us consider 


By way of review, let 


why such an instruction program is 


Without a 
factor is 


possible in our industry. 
the 
the willingness of men like those just 


doubt, most significant 
listed to give of their time, their effort 
their the benefit 


of those who will follow. These men, 


and knowledge for 
together with the university represen- 
tatives partic ipating, are the men most 
capable of contributing to the profes- 
men in 


sional growth of the younger 


the industry 


A Full Curriculum 

Beginning in 1948 as a strictly one- 
week seminar program, the MBA edu- 
cational effort was expanded in 10 
years time to the comprehensive full 
}-year curriculum it is today. Between 
1948 and 1957 a total of 211 different 
individuals have served on the faculty 
for one or more sessions of either the 


Mortgage Banking Seminars or the 
School of Mortgage Banking courses 
I cannot mention them all but I 


should like to point out specifically 


Walter C. Nelson, who’ has partici- 





pated as a member of the faculty for 
the full 10 years the program has been 
in effect; and Robert H. Pease, who, 
likewise, has participated in each of 
Another of the veter- 
ans is Willis R. Bryant, who has served 
for 9 years. In addition, many others 
have participated for as many as 5 to 
8 years. Nor the 
very fine cooperation we have had 
from both Northwestern University 
and Stanford University and the pro- 
fessional faculty members who repre- 


these 10 years. 


can we overlook 


sent these institutions. 


the School is, in 
an employer's vote of confi- 


Enrollment in 
effect, 
dence in the employees he selects. By 
this selection, the employee is awarded 
the advantage of a well-established, 
professionally-adapted course of study. 
Sessions are serious and professional 
in nature; and all phases of the cur- 
riculum must be successfully completed 
academic stand- 


according to actual 


ards before a student is allowed to 


proceed to the next. 


Cost for this program is $185 per 
student. This includes 
all lectures and discussion sessions, all 
materials, the home- 
and 


Course, per 


text and study 


study program, meals room ac- 


commodations on campus and general 
curriculum guidance. 





STUDENT RECAPITULATION 
School of Mortgage Banking, 1954-1957 


Number of States 
Represented 


Number of Students 


Age 
21-24 
25-29 
30-34 
35.39 
+0-44 
$5.50 
Over 50 & Unknown 


[ype of Company 
Mortgage Banking 
Insurance Company 
Savings Bank 
Commercial Bank 
litle Company 
lrust Company 
MBA 
Other 


Number of Cities 
Represented 





44 plus District of 
Columbia, Canada 
Hawaii, Puerto Rico 


713 695 Men and 18 Women) 
40 3% 
27 25% 
291—-27% 
226—21% 
108—10% 
72 7% 
80. 7% 
263 
40 
12 
67 


397 Total of Different Com- 
panies Represented 


196 
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As stated before, our MBA School 
of Mortgage Banking is the only com- 
prehensive educational program deal- 
ing specifically with the mortgage 
industry. It is designed to be a contin- 
uing program with students beginning 
in Course I either at Northwestern or 
at Stanford. 

Those MBA member firms which 
are prepared for still further growth 
of their operations will have a num- 
ber of persons registered for the 1958 


sessions! 


HOUSING 
ANNUAL 
OF 1958 


Here is why 80,000 alert, in- 
formed readers have pur- 
chased this fabulous 170 page 
reference manual: 


* 50 Pages of market tested, best 
selling home designs, including 
floor plans and elevations. 


Six Pages of postpaid postcards, 
already addressed for latest in- 
formation on lines of all leading 
home manufacturers. 


Only $1 postpaid! 
Latest Information on 1958 home 
financing. 


Expert Opinions on Housing Out- 
look—1958! 


Complete Listing of every Prefab 
Home Manufacturer, compo- 
nent parts, in U.S. and Canada, 
plus listing of states in which 
products are marketed! 


Ready-to-use Reference Manual. 


Only $1 postpaid! 


Clip and mail with cash or check today! 


copies of HOUSING ANNUAL 1958 of $1 each 


1117 Barr Building 


HOUSING ANNUAL, 
Washington 6, D.C 
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Appointment of Edwin G. Forrest 
as assistant vice president of Institu- 
tional Mortgage Company was an- 
nounced by George W. Patterson, Jr., 
Mr. Forrest will head the 
company’s North- 
ern California op- 
erations through 


President. 


Francisco 


its San 
office. He was ac- 
tive in the mort- 


gage field as man- 
ager of Baldwin 
and Howell’s San 
Jose office for sev- 
eral years. He is 
well known to Northern California as 
a previous All American Football Star 
and professional star player on the 
San Francisco Forty Niners. 





Edwin G. Forrest 





Lemuel J. Holt, secretary of W. A. 
Clarke Mortgage Company, Phila- 
delphia, was one of the recipients of 
a citation from the National Office 
Management Association, based upon 
exceptional service to the organiza- 
tion in various capacities. (See photo, 
column one.) 

Holt, secretary since 1944, has been 
associated with the banking firm and 
its subsidiary, W. A. Clarke Com- 
pany, community developers, since 
1937. He is past president of the 
Philadelphia NOMA Chapter. 

W. Ross Johnston has been elected 
to the board of Mid-America Savings 


and Trust Company in Oklahoma 
City. Mr. Johnston heads up his 
mortgage and real estate firm in 


Oklahoma City. 

East Bay Mortgage Service. 
Oakland, announced the appointment 
of Alfred E. W. Kelley, formerly 
owner of the Al Kelley Company, as 
its Alameda County 


Inc., 


manager of 
Division. 
William A. Marcus, who has been 
associated with American Trust Com- 
pany, San Francisco, for the past 47 
vice 


years and a senior president 
since 1947, has retired but will con- 
tinue with the bank as a full time 
consultant. Mr. Marcus, a nationally 
recognized authority on real estate 


financing, will continue his work in 
the mortgage banking field, devoting 











Chicago 2, Ill. 








MORTGAGE LOAN INTERVIEWERS 


A large well-established, expanding financial institution in 
Los Angeles has openings for prospective and experienced 
mortgage lending officers. Five years or more credit, mortgage 
loaning and/or financial experience required. Permanent po- 
sitions with excellent opportunity for advancement offered. 
Prefer men between 27 and 35. Send full resume of experience, 
education and personal history 
to Box 498, The Mortgage Banker, 111 W. Washington, 


for confidential consideration 

















special attention to encouraging the 
increase of mortgage credit through 
private channels. 

Over the years Mr. 
been a strong advocate of applying 
sound economic principles to the de- 
velopment of the government’s hous- 
ing program. Last year he appeared 
before the Housing Subcommittee of 
the House Banking and Currency 
Committee to urge revisions of the 
National Housing Act that 
“divide the available supply of mort- 
gage credit more equitably.” Earlier 
he had President Ejisen- 
hower’s 2l-man advisory committee 
policies and 


Marcus has 


would 


served on 


national housing 
programs. 

Byron T. Shutz, president of Her- 
bert V. Jones & Company, Kansas 
City, Missouri, been elected 
chairman of the Downtown Commit- 
an organization in Kansas City 


on 


has 


tee, 
whose objective is the improvement 
of the city’s downtown district. In 
his first address as chairman, Mr. 
Shutz spoke to the Real Estate Board 





PERSONNEL 


AND BUSINESS NEEDS 


In answering advertisements in this column. 
address letters to box number shown in care of 
the Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, Illinois. 











MORTGAGE EXECUTIVE 
AVAILABLE 

Vice president of mortgage firm, 33 
years old, 8 years experience in mortgage 
field. Experienced in originating construc- 
tion and permanent loans, processing FHA, 
VA, and conventionals. Appraisal experi- 
ence. Seeking connection with mortgage 
firm in the East. Write Box 487. 

MORTGAGE MAN WANTED 

Growing company located in New York 
City has career opening for capable and 
responsible man to take key position. Must 
be thoroughly experienced in screening 
and underwriting FHA and VA mortgages, 
in FHA and VA procedures, and in proc- 
essing of mortgage documents for legal 
review. Non-residential mortgage experi- 
ence also helpful. Send letter and résumé 
including references, giving full details. All 
information confidential. Write Box 488. 


MORTGAGE MAN AVAILABLE 

Six years experience, age 38, married, 
three children, good education, FHA/VA, 
Conventional loan experience, origination, 
processing, appraising, closing, warehous- 
ing, selling and servicing. Now Secretary 
of corporation FHA approved mortgagee. 
Desires change to another mortgage cor- 
poration, Savings & Loan, Insurance Com- 
pany, Bank. Prefer Indianapolis, Louis- 
ville, Cincinnati, Cleveland, Nashville or 
St. Louis. Write Box 494. 


Opening for Regional Loan Supervisor in 
midwest life insurance company experi- 
enced in FHA, Conventional and commer- 
cial loans; college graduate: age 30 to 40 
years: some travel; excellent opportunity. 
Submit résumé Box 495. 
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Mason Birmingham MBA Guest 


FHA Commissioner Norman P. Mason was the guest of the Birmingham 
MBA at a recent dinner which the Association gave at the city’s Mountain 


Brook Country Club. Mz 


Mason spoke to more than 250 mortgage bankers, 


builders and Realtors, explaining the changes which have been made so far 
in national housing legislation and projected his views as to the prospects 


ahead for new construction 


Here, W. 


A. Turnipseed, mortgage officer of 


the Liberty National Life Insurance Company; Charles B. Holliman, FHA 
State Director; Bentley Owens, president, Birmingham Home Builders Asso- 


ciation; MBA President John C 


of Kansas City, setting forth some 


pertinent thoughts which have a 
singular meaning for just about every- 
one concerned with the future down- 
town metropolitan areas 

“The movement of residents to the 
suburbs has posed a new problem to 
cities, for the residents of these sub- 
urbs are employed in, and use the 
facilities of, the city——but pay nothing 
for them,” he said. “We all know 
that our city is in need of additional 
revenue. We also know that a large 


number of cities have raised this 


needed revenue through the estab- 
lishment of an earnings tax 

“In my opinion, the only way ou 
city can secure the revenue it needs 
is through an earnings tax; and when 
the citizens of this community are 
fully informed regarding the advan- 
tages of an earnings tax, they will 
vote for it. Good proof of this is the 
City of Toledo, which also experi- 
enced difficulty in voting its earnings 
tax the first time. However, the 
people of Toledo have since voted 
twice to extend this tax. As a result, 
Toledo has changed from a city with 
a very poor credit, to a city with a 
top financial credit rating. St. Louis 


now has an earnings tax 
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Hall: and Mr 


Mason. 


“We must use new and modern 
methods in appraising and valuing 
our property for reassessment. An 
example is the old method of taking 
the pedestrian traffic count in the 
downtown district, and the property 
with the highest traffic 
count usually had the highest assessed 
It is recognized today that 


pedestrian 


valuation 
this kind of traffic count is misleading. 
Downtown pedestrian traffic is heavy. 
percentage of the 


However, what 


sidewalk count represents actual 
shopping traffic for the stores? The 
old rule of thumb was that the first 
floor store rental should produce a 
return on the value of the site and 
the first floor portion of the building, 
as well as the taxes on the site and 
the first floor portion of the building. 
jut what percentage of the down- 
traffic 
customers for the stores? Ten per 
cent, 20 per cent, possibly 30 per 


town pedestrian represents 


cent? The answer to that question 
is the answer that should determine 
the land value. 

“First, we 


zenry with the information they need 


must provide our citi- 


so they will recognize the need for 
approval of an earnings tax to pro- 
vide our city with the needed revenue 





to do the things we want to see done, 
and which must be done. 

“Second, we should encourage the 
metropolitan area Planning Council 
to carry forward its work, for we 
must eliminate the artificial barrier 
of city, township, county, and state 
lines in order to properly develop the 
Greater Kansas City Area. 

“Third, we must have a reassess- 
ment of real property in the Greater 
Kansas City Area, including our City 
and Jackson County, in order that 
proper recognition is given to changes 
that have taken place in the past 
fifteen years, and will continue to 
take place more rapidly in the future. 

“Fourth, we must have more park- 
ing facilities, not in the heart of the 
Central Business District, but around 
it. This should be accomplished 
through both municipal and private 
ownership. 

“Fifth, we must find 
means to make mass transportation 
more attractive with faster service, 
and this can only be accomplished 
with the proper utilization of our 
streets and trafficways. 

“Finally, let us not overlook the 
surveys made by merchandising ex- 
ecutives who report that by 1977 
fully three-fourths of a billion of 
additional square feet of retail floor 
area will be needed to serve the ex- 
panding population. They state fur- 
ther that they think an important 
share of this expanding retail plant 
can and should be downtown, in the 
Central Business District.” 


New Members in MBA 


CANADA, Montreal, Quebec: Montreal 
[rust Company, L. B. Ashton, assistant 
general manager 

CONNECTICUT, Waterbury: Water- 
bury Savings Bank, Earl W. McGann, 
treasurer 

FLORIDA, Orlando: Commander Cor- 
poration, W. W. Prather, branch manager 

GEORGIA, Atlanta: The Citizens and 
Southern National Bank, Thomas R. Haz- 
elrig, assistant cashier. 

KANSAS, Mission: Midwest Mortgage 
Co., Inc., H. G. Bartz, Jr. 

NEW YORK, New York 
Massey, Jr 

NORTH CAROLINA, Asheville: Essex 
Realty & Mortgage Co., J. T. Chiott, 
president. 

OHIO, Canton: Mortgage Securities, 
Inc., Robert K. Domer, president. 

TENNESSEE, Memphis: Allied Invest- 
ment Company, Cary Whitehead, presi- 
dent. 

VIRGINIA, Hampton: Tidewater Mort- 
gage Corporation, Gerard J. Manack, 
president; Martinsville: Robert H. May 


ways and 


Maurice R. 


da 





PROTECTION’ 


* There is no better 
protection for a mortgage 
than title insurance by 
American Title. 


Licensed to write title insurance in— 


ALABAMA « ARKANSAS + COLORADO « FLORIDA *» GEORGIA « INDIANA + KANSAS + KENTUCKY 
LOUISIANA « MICHIGAN + MINNESOTA « MISSISSIPPI » MISSOURI * MONTANA + NEW MEXICO 
NORTH CAROLINA + NORTH DAKOTA «+ OHIO «+ OKLAHOMA + SOUTH CAROLINA + TENNESSEE 
TEXAS *« WEST VIRGINIA + WISCONSIN * WYOMING «+ PUERTO RICO «+ VIRGIN ISLANDS 


Efficient Sewice based on 21 yeand expevience 








How To Outfox 


Title Troubles 


(and speed up mortgage transfers) 


The delays and inconvenience of title tie-ups will never 
hound you when mortgaged property is protected 

by a Kansas City Title Insurance policy. With title 
insurance, mortgage transfers can be fast and profitable 
because your customer is assured guaranteed security 
against title losses due to prior title defects. Let us 

tell you more about this smart way to improve mortgage 
marketability. Call a Kansas City Title agent today. 


Kansas (ity fille | 
UAIWICE Company 


Capital, Surplus and Reserves Exceed $5,000,000.00 
925 Walnut Street Kansas City 6, Mo. 
Since 1861 


BRANCH OFFICES: 
Baltimore, Maryland; 210 North Calvert 
Street—Little Rock, Arkansas; 214 Louisiana 
Street—Nashville, Tennessee; S. W. Cor. 3rd 
& Union Streets. 
The Company is licensed in the follow- 
ing states: 
Alaboma, Arkansas, Colorado, Delaware, 
Florida, Georgia, Indiana, Kansas, Louis- 
iona, Maryland, Mississippi, Missouri, Mon- 
tana, Nebraska, No. Carolina, Ohio, So. 
Carolina, Tennessee, Texas, Utah, Virginia, 
Wisconsin, Wyoming, and in the District 
of Columbia and Territory of Alaska. 








